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AMENDING RAILROAD RETIREMENT ACT, RAILROAD 
RETIREMENT TAX ACT, AND RAILROAD UNEMPLOY- 
MENT INSURANCE ACT 


WEDNESDAY, JULY 7, 1954 


Untrep States SENATE, 
SUBCOMMITTEE OF THE COMMITTEE ON 
Lapor AND Pusiic WELFARE, 
Washington, D. C. 

The subcommittee met at 10 a. m., pursuant to call, in room P-54, 
the Capitol, Hon. Barry M. Goldwater (chairman of the subcommit- 
tee) presiding. 

Present: Senators Goldwater, Cooper, Upton, and Murray. 

Present also: Roy E. James, staff director; and W. G, Reidy and 
John D. Stringer, professional staff members. 

Senator GoLtpwater. The subcommittee will please come to order. 

I want to explain for the benefit of those people here this morning 
that several Senators have been detained because of other activities. 
This is pretty close to the end of the session and there is much com- 
mittee activity going on right now. 

Senator Murray has to attend an executive session of the Interior 
Committee for the purpose of marking up bills, but he will be here 
us soon as possible after attending that hearing. 

Senator Upton should be along shortly. 

The hearings today are on S. 2930, a bill to amend the Railroad 
Retirement Act, the Railroad Retirement Tax Act, and the Railroad 
Unemployment Insurance Act. 

S. 2930 was introduced, upon request, on February 11, 1954, by 
Senator Smith, chairman of the full committee, for himself and Sen- 
ators Ives, Murray, Lehman, and Kennedy. 

A companion bill, H. R. 7840, was introduced in the House by Con- 
gressman Charles A. Wolverton on February 12, 1954. H. R. 7840 
and 10 similar bills were the subject of 5 days of hearings in the House 
during March of this year before Chairman Wolverton’s Committee 
on Interstate and Foreign Commerce. 

H. R. 7840 was favorably reported to the House with amendments 
on June 21, 1954, and it now awaits action by the House Commitee on 
Rules. 

This subcommittee, under the chairmanship of the late Senator 
Dwight Griswold, held 4 days of hearings in February of this year 
on 8. 2178, H. R. 356, and similar bills, to repeal the so-called dual 
benefit restriction which was placed in the Railroad Retirement Act 
by the 1951 amendments. 

While this subcommittee and the full committee became convinced 
that the so-called dual benefits prohibition should be repealed, strong 
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opposition to the bills which would accomplish this purpose was 
voiced. Action in reporting out a bill was delayed because of the 
inability of the sides to the controversy to reconcile their differences. 

The committee, on May 24, 1954, nevertheless, favorably reported 
bill S. 2178 to the Senate. Thereafter, on June 2, 1954, under the able 
guidance of Senator John Sherman Cooper, who handled this legis- 
lation on the floor, legislation to repeal the dual benefit prohibition was 
passed by the Senate. The bill has been approved by the President 
and is now Public Law 398 of the 83d Congress. This is by way of 
background information. 

It is my understanding that S. 2930, the bill before the subcommittee 
today, is sponsored jointly by all the standard railway labor organ- 
izations. These organizations represent most of the railroad workers 
in the United States. A copy of their joint letter to the chairman of 
the committee, suggesting that this bill be introduced, will be inserted 
in the record at this point. 

(The document referred to is as follows :) 


WASHINGTON, D. C., February 11, 1954. 
Hon. H. ALEXANDER SMITH, 
Chairman, Senate Committee on Labor and Public Welfare. 
United States Senate, Senate Office Building, 
Washington, D.C. 


DEAR Mr. CuHatrRMAN: This is to advise that all the standard railroad-labor 
unions including the four train and engine service brotherhoods and all the organ- 
izations identified with the Railway Labor Executives’ Association, are in full 
agreement and in support of the draft bill which has been delivered to your 
office by Messrs. Johnson and Kolanda, which would amend the railroad retire- 
ment and railroad unemployment insurance systems. For your ready reference, 
these recognized standard railroad-labor organizations are listed below: 

Brotherhood of Locomotive Engineers; Brotherhood of Locomotive Firemen 
and Enginemen; Order of Railroad Conductors; Brotherhood of Railroad Train- 
men: Switchmen’s Union of North America; the Order of Railroad Telegraphers; 
American Train Dispatchers’ Association; Railway Employees’ Department, 
\. F. of L.: International Association of Machinists; International Brotherhood 

f Boilermakers, Iron Ship Builders, Blacksmiths, Forgers, and Helpers; Broth- 
erhood Railway Carmen of America: Sheet Metal Workers National Asso- 
ciation ; International Brotherhood of Blectrical Workers; International Broth- 
erhood of Firemen and Oilers; Brotherhood of Railway and Steamship Clerks, 
Freight Handlers, Express and Station Employes; Brotherhood of Maintenance 
of Way Employes: Brotherhood of Railroad Signalmen of America: National 
Organization Masters, Mates, and Pilots of America; National Marine Engineers’ 
Beneficial Association: International Longshoremen’s Association: Hotel and 
Restaurant Employes’ and Bartenders International Union; Railroad Yard- 
masters of America: Brotherhood of Sleeping Car Porters. 

The above organizations represent substantially all the railroad workers in the 
United States. We will be very grateful to you if you will introduce this bill 
and do all you consistently can to expedite its prompt consideration. 

Respectfully yours, 
LAWRENCE V. BYRNES, 
Assistant Grand Chief Engineer and National Legislative Representa- 
tive, Brotherhood of Locomotive Engineers. 
A. M. LAMPLEY, 
Vice President. National Legislative Representative, Brotherhood of 
Locomotive Firemen and Enginemen. 
W. D. Jonnson, 
Vice President and National Legislative Representative, Order of Rail- 
road Conductors. 
Harry See, 
National Legislative Representative, Brotherhood of Railroad Trainmen. 
A. E. Lyon, 
Executive Secretary, Railway Labor Evecutives’ Association. 
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Senator Gotpwater. I would also like to insert in the hearings at 
this time the bill S. 2930, reports on S. 2930 from the Railroad Retire- 
ment Board, the Bureau of the Budget, and Department of Labor, 
and an explanation made by Senator Smith when he introduced the 
bill. 

(The documents referred to follow :) 

[S. 2930, 83d Cong., 2d sess.] 
A BILL To amend the Railroad Retirement Act, the Railroad Retirement Tax Act, and the 
Railroad Unemployment Insurance Act 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, 


Part I. AMENDMENTS TO THE RAILROAD RETIREMENT ACT 


SecTION 1. Subsection (h) of section 1 of the Railroad Retirement Act of 
1937, as amended, is hereby amended by inserting after the end of the last 
sentence thereof the following: “Compensation for service as a delegate to a 
national or international convention of a railway labor organization defined 
as an ‘employer’ in subsection (a) of this section shall be disregarded for pur- 
poses of determining eligibility for and the amount of benefits pursuant to 
this Act if the individual rendering such service has not previously rendered 
service, other than as such delegate, which may be included in his ‘years of 
service’.” 

Sec. 2. The last paragraph of subsection (a) of section 2 of the Railroad 
Retirement Act of 1937, as amended, is hereby amended by striking the fourth 
sentence thereof. 

Sec. 3. Subsection (d) of section 2 of the Railroad Retirement Act of 1937, 
as amended, is hereby amended by adding after the end thereof the following 
paragraph: 

“No annuity under paragraph (4) or (5) of subsection (a) of this section 
shall be paid to an individual with respect to any month in which the individual 
is under age sixty-five and is paid more than $100 in earnings from employ- 
ment or self-employment of any form: Provided, That for purposes of this 
paragraph, if a payment in any one calendar month is for accruals in more 
than one calendar month, such payment shall be deemed to have been paid in 
each of the months in which accrued to the extent accrued in such month. 
Any such individual under the age of sixty-five shall report to the Board any 
such payment of earnings for such employment or self-employment before 
receipt and acceptance of an annuity for the second month following the month 
of such payment. A deduction shall be imposed, with respect to any such 
individual who fails to make such report, in the annuity or annuities other- 
wise due the individual of an amount equal to the amount of the annuity for 
each month in which he is paid such earnings in such employment or self- 
employment, except that the first deduction imposed pursuant to this sentence 
shall in no case exceed an amount equal to the amount of the annuity otherwise 
due for the first month with respect to which the deduction is imposed.” 

Sec. 4. Subsection (a) of section 3 of the Railroad Retirement Act of 1937, 
as amended, is hereby amended by substituting “$200” for “$150.” 

Sec. 5. Subsection (b) (1) of section 3 of the Railroad Retirement Act of 
1937, as amended, is hereby amended by substituting for the parenthetical phrase 
“(including compensation in any month in excess of $300)” wherever it appears 
the phrase “(without regard to any limitation on the amount of compensation 
otherwise provided in this Act)”. 

Sec. 6. Subsection (c) of section 3 of the Railroad Retirement Act of 1937, 
as amended, is hereby amended by inserting after the figure “300” the following: 
“for any month before July 1, 1954, or in excess of $350 for any month after 
June 30, 1954,”; and by adding at the end thereof the following: “If the employee 
earned compensation in service after June 30, 1937, and after the last day of 
the calendar year in which he attained age sixty-five, such compensation and 
service shall be disregarded in computing the monthly compensation if the result 
of taking such compensation into account in such computation would be to 
diminish his annuity.” 

Sec. 7. Subsection (e) of section 3 of the Railroad Retirement Act of 1937, 
as amended, is hereby amended by inserting after the comma following the 
word “respectively” the following: “individuals entitled to insurance annuities 
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under subsections (a) and (d) of section 5 to have attained age sixty-five, and 
individuals entitled to insurance annuities under subsection (c) of section 5 
on the basis of disability to be less than eighteen years of age,” ; and by substi- 
tuting the words “of the Social Security Act” for the word “thereof” in the last 
parenthetic phrases of the subsection. 

Sec. 8. Subsections (a) and (d) of section 5 of the Railroad Retirement Act 
of 1937, as amended, are hereby amended by substituting the word “sixty” for the 
word “sixty-five”. 

Sec. 9. Subsection (f) (2) of section 5 of the Railroad Retirement Act of 
1937, as amended, is hereby amended by substituting the word “sixty” for the 
word “sixty-five” wherever it appears; by inserting after the phrase “pursuant 
to subsection (k) of this section’ where it first appears, the following: “Upon 
attaining age sixty-five at a future date, will be payable”; by inserting after the 
word “month” in the parenthetical phrase the following: before July 1, 1954, 

id in the latter case in excess of $350 for any month after June 30, 1954”; and 
by inserting after the phrase “pursuant to subsection (k) of this section” where 
it appears in the proviso the phrase: “upon attaining age sixty-five be entitled 
to further benefits”’. 

Sec. 10. Subsection (g) of section of the Railroad Retirement Act of 1937, as 
amended, is hereby amended by striking the last sentence of paragraph (2). 

Sec. 11. Subsection (i) of section 5 of the Railroad Retirement Act of 1937, 
as amended, is hereby amended by inserting the word “or” after the semicolon in 
clause (ii) of paragraph (1); by striking clause (iii) of such paragraph and 
by redesignating clause (iv) of such paragraph as clause (iii). 

Sec. 12. Subsection (1) of section 5 of the Railroad Retirement Act of 1937, 
as amended, is hereby amended by striking from paragraph (1) (ii) the phrase 
“and less than eighteen years of age” and substituting in lieu thereof the follow- 
ing: “and shall be less than eighteen years of age, or shall have a permanent 
physical or mental condition which is such that he is unable to engage in any 
regular employment: Provided, That such disability began before the child 
attains age eighteen”. Such subsection is further amended by changing the semi- 
colon at the end of paragraph (1) to a period, and adding the following: “Such 
satisfactory proof shall be made from time to time, as prescribed by the Board, 
of the disability provided in clause (ii) of this paragraph and of the continuance, 
in accordance with regulations prescribed by the Board, of such disability. If 
the individual fails to comply with the requirements prescribed by the Board 
as to the proof of the continuance of the disability his right to an annuity shall, 
except for good cause shown to the Board, cease.” 

Sec. 13. Subsection (1) (9) of section 5 of the Railroad Retirement Act of 
1937, as amended, is hereby amended by inserting after the term “calendar 
month” the phrase: “before July 1, 1954, and any excess over $350 for any 
calendar month after June 30, 1954” ; and by substituting the figure “350” for the 
figure “300” where it appears the second time. 

Sec. 14. Subsection (1) (10) (i) of section 5 of the Railroad Retirement Act 
of 1937, as amended, is hereby amended by substituting the figure “350” for the 
figure “300”. 

Sec. 201. Section 1500 of the Railroad Retirement Tax Act is hereby amended 
by inserting after the word “month” the following: “before July 1, 1954, and as 
is not in excess of $350 for any calendar month after June 30, 1954”. 

Sec. 202. Section 1501 of the Railroad Retirement Tax Act is hereby amended 
by inserting after the figure “300” where it first appears the following: “for any 
month before July 1, 1954, or in excess of $350 for any month after June 30, 1954” ; 
and by inserting after the figure “300” where it appears the second time, the 


following: “if such month is before July 1, 1954, or is less than $350 if such 
month is after June 30, 1954”. 
Sec. 203. Section 1510 of the Railroad Retirement Tax Act is hereby amended 


by inserting after the word “month” the following: “before July 1, 1954, and as 





is not in excess of $350 for any calendar month after June 30, 1954”, 

Sec. 204. Section 1520 of the Railroad Retirement Tax Act is hereby amended 
by inserting after the word “month” where it first appears the phrase: “before 
July 1, 1954"; by inserting after the figure “$300” where it first appears the 


following: “, and for any calendar month after June 30, 1954, not in excess of 
$350"; by inserting after the phrase “shall apply” where it first appears the 
phrase: “, with respect to any calendar month before July 1, 1954’; by inserting 
after the figure “300” where it appears the second time the phrase: “, and with 
respect to any calendar month after June 30, 1954, to not more than $350”; and 
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by inserting after the figure “300” where it appears the third time the phrase: 
“if the month is before July 1, 1954, or is less than $350 if the month is after 
June 30, 1954”. 

Seo. 205. Subsection (e) of section 1532 of the Railroad Retirement Tax Act 
is hereby amended by inserting at the end thereof the following sentence: “Com- 
pensation for service as a delegate to a national or international convention of a 
railway labor organization defined as an ‘employer’ in subsection (a) of this 
section shall be disregarded for purposes of determining the amount of taxes due 
pursuant to this Act if the individual rendering such service has not previous- 
ly rendered service, other than as such a delegate, which may be included in his 
‘years of service’ for purposes of the Railroad Retirement Act.” 


ParT III 


Sec. 301. Subsection (g) of section 1 of the Railroad Unemployment Insurance 
Act is hereby amended by adding at the end thereof the following sentence: “For 
purposes of determining eligibility for and the amount of benefits and the amount 
of contributions due pursuaut to this Act, employment as a delegate to a national 
or international convention of a railway labor organization defined as an ‘em- 
ployer’ in subsection (a) of this section, shall be disregarded if the individual 
having such employment has not previously rendered service, other than as such 
a delegate, which may be included in his ‘years of service’ for purposes of the 
Railroad Retirement Act.” 

Sec. 302. Subsection (i) of section 1 of the Railroad Unemployment Insurance 
Act is hereby amended by inserting after the term “calendar month” where it 
first appears the phrase: “before July 1, 1954”; and by inserting before the period 
at the end of the first sentence the phrase: “and with respect to any calendar 
month after June 380, 1954, no part of any compensation in excess of $350 shall 
be recognized.” 

Sec. 808. Subsection (k) of section 1 of the Railroad Unemployment Insurance 
Act is hereby amended by substituting the figure “300” for the figure “150”. 

Sec. 304 Subsection (a) of section 2 of the Railroad Unemployment Insurance 
Act is hereby amended by striking the last line of the table and substituting 
therefor the following: 


“$3,500 to $38,999.99 $7. 50 


$4,000 and over______-_____ ae F Yin a 00 


Provided, however, That if the daily benefit rate in column II with respect to any 
employee is less than an amount equal to 50 per centum of the daily rate of com- 
pensation for the employee’s last employment in which he engaged for an em- 
ployer preceding the registration period, such rate shall be increased to such 
amount but not to exceed $8,00.” 

Sec. 305. Subsection (a) of section 8 of the Railroad Unemployment Insurance 
Act is hereby amended by inserting after the date “June 30, 1939” the following: 
“and before July 1, 1954, and is not in excess of $350 for any calendar month 
paid by him to any employee for service rendered to him after June 30, 1954”; 
by inserting after the figure “300” where it first appears in the proviso of the sub- 
section the following: “for any month before July 1, 1954, and to not more than 
$350 for any month after June 30, 1954”, and by inserting after the figure “300” 
where it appears the second time in the proviso the following: “if such month 
is before July 1, 1954, or less than $350 if such month is after June 30, 1954”. 

Sec. 306. Subsection (b) of section 8 of the Railroad Unemployment Insurance 
Act is amended by inserting after the date “June 30, 1939”, the following: “and 
before July 1, 1954, and as is not in excess of $350 paid to him for services 
rendered as an employee representative for any calendar month after June 
30, 1954.” 


Part IV—EFFECTIVE DATES 


Sec. 401. The amendments made by this Act shall be effective July 1, 1954, 
except as otherwise provided. 

Src. 402. The provisions of sections 1, 205, and 3(1 of this Act shall be effec- 
tive as of April 1, 194. 

Sec. 403. The provisions of sections 2, 3, 7, 8, 9, 11, and 12 of this Act shall he 
effective as of the first day of the first calendar month following the month in 
which this Act is enacted. 

Src. 404. The annuity under section 2 (a) 4 and section 2 (a) 5 of the Railroad 
Retirement Act to any person who has been deemed to have recovered from his 
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disability, pursuant to the provisions of the last paragraph of section 2 (a) which 


have been amended by sections 2 and 3 of this Act, shall be reinstated to begin 
the first day of the first calendar month following the month in which this Act 
is enacted and deemed, for purposes of section 2 (d) only, never to have ceased, 
provided such proof is made of the continuance of such disability as is required 
in accordance with the provisions of such paragraph as are not amended by 
this Act 

Sec. 405. The provisions of section 6 of this Act amending subsection (c) of 
section 3 of the Railroad Retirement Act, by adding a sentence at the end of 
the subsection, shall be effective as of November 1, 1951: Provided, however, 
That no increase in any annuity heretofore awarded shall be granted pursuant 
to the amendments made by such section except upon application therefor by 
the person to whom the annuity was awarded. 

Sec. 406. The provisions of section 10 of this Act shall be effective with respect 
to annuities accruing and annuities awarded on and after the first day after 
the enactment of this Act. 

Sec. 407. The provisions of section 303 of this Act shall be effective as of 
July 1, 1952 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington, D. C., July 1, 1954. 
Hon. H. ALEXANDER SMITH, 
Chairman, Committee on Labor and Public Welfare, 
United States Senate, Washington, D.C. 

My Dear Mr. CHAIRMAN: This is in reply to your letter of June 22, 1954, 
wherein you request a report on S. 2930, to amend the Railroad Retirement Act, 
the Railroad Retirement Tax Act, and the Railroad Unemployment Insurance 
Act. 

The bill would revise the railroad retirement program in several important 
respects. It would increase the maximum wages subject to payroll taxes and 
creditable toward benefits from $3800 to $350 a month. It would reduce the 
eligibility age for widows and dependent parents from 65 to 60 years of age. 
Eligibility for disability benefits would be put on a month-by-month basis and 
the allowable earnings raised to $100. Compensation after age 65 would not be 
counted toward benefits if it had the effect of reducing such benefits. Surviving 
spouses entitled to benefits in their own right would be permitted to receive such 
benefits, and their survivorship benefits as well, without any offset requirements. 
In cases where a dependent child is disabled, his benefit rights would continue 
after his 18th birthday both in respect to the offspring and the widow. Several 
other relatively minor revisions, which would be brought about by the proposed 
bill, include elimination of the school attendance provision for children’s benefits 
and exemption of service as a union delegate from covered employment. 

The Railroad Retirement Board has made a cost analysis of the proposal and 
indicates that it would not add to the present deficiency of the program. Raising 
the tax base would increase revenues by an estimated $56 million a year and the 
automatic increase in benefits resulting from a parallel increase in creditable 
wages would be $31 million a year. Other changes would add another $23 million 
a year to annual costs. The net effect would be a slight reduction in the financial 
deficiency under which the program is now operating. 

In respect to the railroad unemployment insurance program, the bill would 
raise the tax base to $350 a month with a parallel increase in maximum benefits 
from $7.50 to $8. This provision is recommended. The unemployment benefits 
would be further liberalized by a provision that in no instance could they be less 
than 50 percent of the claimant’s last daily rate of pay. We believe this pro- 
vision requires careful examination. 

The change in the method of computing unemployment benefits from an an- 
nual wage base to a “last daily rate of pay” would favor particularly the casual 
employees of the railroad industry. The casual worker is already favored in 
that the present railroad unemployment insurance program does not contain any 
limitation on the duration of benefits to keep it in accordance with the claimant's 
prior service in the industry. In consequence, it is possible now for a person who 
works 5 or 6 weeks or earns a minimum of $300 in the railroad industry to get 
benefits for as much as 26 weeks of unemployment and 26 weeks of sickness—far 
more in the aggregate than the total wages earned in the railroad industry. The 
proposed bill would have the effect of increasing substantially the benefits going 
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to such claimants. Inasmuch as the cost of unemployment insurance is borne by 
the carriers, we believe the Congress will wish to consider whether these provi- 
sions of the bill create an inequity by increasing the burden of the carriers with 
respect to individuals whose connection with the industry is of short duration, 
If it is intended to depart from the annual basis of determining beneltits, such a 
step might be accompanied by a standard requiring more substantial connection 
with the railroad industry as a precondition of receiving benefits. Such standards 
exist in the great majority of State unemployment insurance programs. 

The proposed increase in the covered wage base to $350 a month would corre- 
spond to the President’s proposal for revision of old-age and survivors insurance. 
In view of these Presidental recommendations, the proposal for a higher wage 
base and resulting automatic increases in benefits under the railroad system 
would appear appropriate. Its enactment is recommended. Because of the com- 
plex interrelationship between social security and railroad retirement, however, 
it is important that enactment of a wage base increase in the railroad retirement 
program not become effective in advance of the increase in old-age and survivors 
insurance. 

The case regarding the other increases in benefits, amounting to $23 million 
& year, is one which the Congress will wish to consider in connection with (1) 
the existing financial situation of the railroad retirement system, and (2) the 
potential effect of railroad retirement increases on the general old-age and sur- 
vivors insurance program, and on relationships between the two systems. 

In respect to the first point, the fact that the system is presently underfinanced 
by approximately 0.9 percent of payroll raises a question as to whether a sub- 
stantial part of the increased revenues should be allocated to decreasing the 
deficiency. As indicated above about 60 percent of the increased revenues re- 
sulting from the higher wage base in the retirement program would be required 
to finance the automatic increase in benefits. Most of the remaining 40 percent, 
under the bill, would be devoted to the other liberalizations. 

In regard to the second point, the reduction of the eligibility age for widows 
may well lead to pressures for a similar measure in the old-age and survivors 
insurance program. Inasmuch as the railroad retirement program is a social 
insurance system, as well as a staff pension plan, it may serve to some extent 
as a precedent for OASI. Asa matter of principle, the social insurance features 
of the railroad retirement program should be kept in consonance with the general 
social-security program insofar as it is practicable and equitable to do so. Al. 
though we recognize that there may be special problems of survivorship in the 
railroad industry, we cannot endorse this provision. 

In according eligibility to disabled dependents beyond 18 years of age, the bill 
creates a new class of beneficiaries which is not provided for in the old-age and 
survivors insurance system. The principle, however, is equitable and provided 
for in tax law. It would seem desirable to provide specifically that the offspring 
be, in fact, economically dependent. 

The provision making it possible for surviving spouses to receive two bene- 
fits may be questioned on the grounds that (a) the spouse’s benefit is a social 
benefit based on the added financial need of annuitants with dependent wives and 
(b) that it has no relation to individual contributions. We believe this argument 
has validity and would suggest that it be considered by the committee. Favor- 
able action on this provision should not be considered a precedent for similar 
liberalization of social-security laws. 

The other provisions of the bill are without objection. 

In summary, the increase in the taxable wage base and the concomitant auto- 
matic increase in benefits would be consistant with the President’s reecommenda- 
tions respecting the old-age and survivors insurance program. Their enactment 
is recommended to become effective at such time as the amendments to the 
Social Security Act become effective. The increase in maximum unemployment 
benefits is also recommended at such time as the wage base is raised. With re- 
spect to the other changes in the railroad retirement program, the Bureau, al- 
though agreeing that most of these are si cially desirable, believes that the Con- 
gress will wish to consider carefully whether they should be enacted at this time. 

Sincerely yours, 
DoNALD R. BELCHER, 
Assistant Director. 








8 AMEND RAILROAD RETIREMENT ACT 


DEPARTMENT OF LABOR, 
OFFICE OF THE SECRETARY, 
Washington, July 14, 1954. 
Hon. H. ALEXANDER SMITH, 
Chairman. Committee on Labor and Public Welfare, 
United States Senate, Washington 25, D.C. 

DEAR SENATOR SmiItH: This is in reference to S. 2930, a bill to amend the 
Railroad Retirement Act, the Railroad Retirement Tax Act, and the Railroad 
Tinemplorment Insurance Act, which is now pending before your committee. 

I am in favor of an increase in the tax and benefit base, proposed in this bill, 
which would raise both retirement and unemployment benefit levels for railroad 
employees. Such an increase is in line with the President’s recommendations 


’ 1e old-age and survivors insurance program. 

The President has also suggested that State unemployment compensation laws 
adopt a benefit standard so that payments to the great majority of beneficiaries 
may equal at least half of their regular earnings for a period of 26 weeks. 
S. 2930 reflects such a standard and thus follows on a Federal level the Presi- 
lent’s advice to the States. The bill provides that 50 percent of the last daily 
will be paid as the daily unemployment compensation benefit, limited by 
ximum of $8 for a period of 130 days in the benefit year. The principle 
iding during periods of involuntary unemployment and sickness a mini- 
mum benefit which bears a relationship to actual wage loss is in my opinion 
warranted by equitable considerations 

Notwithstanding my support of this principle, I do not oppose conditions of a 
reasonable character in connection with the minimum daily benefit provisions 
which would differentiate its application to employees who are part of the 
industry and those who drift in for short periods. I am in favor of a qualifying 
amount which would eliminate from these benefits many transient employees. 
Any provisions of law to prevent disproportionate payments to transient em- 
ployees should, however, be carefully drawn so that career employees, such as 
those who constitute most of the operating groups, will not be excluded when 
they suffer long terms of unemployment or sickness in a benefit year. 

I am also in favor of the other liberalizations which S. 2930 proposes, pro- 
vided that fiscal considerations permit their enactment. 

The Bureau of the Budget advises that it has no objection to the submission 
of this report 

Yours very truly, 











JAMES MITCHELL, Secretary of Labor. 


REPORT OF THE RAILROAD RETIREMENT BOARD TO THE SENATE COMMITTEE ON LABOR 
AND PUBLIC WELFARE ON 8S. 2930, Juty 1, 1954 


This is a report on 8S. 2930, introduced in the Senate on February 11, 1954, 
and referred to your committee for consideration. 


OUTLINE OF PROVISIONS 


The bill would amend the Railroad Retirement Act, the Railroad Retirement 
Tax Act, and the Railroad Unemployment Insurance Act, in the following re- 
spects : 

1. The bill would amend all three acts by— 

(a) Increasing for benefit and taxing purposes the present maximum com- 
pensation a month from $300 to $350; and 

(b) excluding the service of delegates to national or international con- 
ventions of railway labor organizations from the benefit and taxing provi- 
sions of the railroad retirement and railroad unemployment insurance sys- 
tems if these delegates would not otherwise be covered by the railroad re- 
tirement system. 

2. The bill would amend the Railroad Retirement Act by— 

(a) Reducing the eligibility age for survivor annuities of widows, de- 
pendent widowers, and dependent parents from 65 to 60; 

(b) permitting the payment of a survivor annuity to a child over age 18, 
and to its mother, if the child became totally and permanently disabled 
before age 18; 
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(c) substituting a straight month-to-month work clause for the present 
recovery test for disability annuitants of earnings over $75 in each of 6 con- 
secutive months; (under this substitution, if the disability annuitant is paid 
more than $100 in any month in employment for hire or self-employment, his 
annuity would not be paid for such month) ; 

(d) permitting the payment to a widow, dependent widower, or depend- 
ent parent of a survivor annuity under the Railroad Retirement Act with- 
out reducing the annuity by any retirement annuity under that act for which 
such widow, widower, or parent may be eligible by reason of his or her own 
employment ; and 

(e) excluding from the computation of the “monthly compensation” an 
individual’s earnings after the year in which he attained age 65 if such ex- 
clusion would result in a larger annuity. 

3. The bill would amend the Railroad Unemployment Insurance Act by pro- 
viding an additional daily unemployment benefit rate of $8 if the employee’s 
earnings in a base year totaled as much as $4,000. The present maximum rate 
of $7.50 a day would apply to earnings, in a base year, of $3,500 to $3,999.99. In 
addition, this amendment would provide that, if the daily benefit rate is other- 
wise less than 50 percent of the employee’s daily wage rate, the benefit rate 
would be increased to one-half of the wage rate, but not to more than $8, 


RETIREMENT ACT AMENDMENTS 


1. Increase in tax and creditable compensation base from $300 to $350 per 
month.—Forty percent of all present employees do not earn more than $300 a 
month and the increase in the tax base would not affect them. Sixty percent 
would pay the tax on the increase from $300 to $350 per month in the taxable 
base beginning July 1, 1954. The total taxable payroll would be increased by 
about 9 percent or $450 million a year, and retirement tax collections by about 
$56 million a year. This amendment would of itself result in increased benefits 
which would cost approximately $31 million a year—$25 million under the re- 
tirement and $6 million under the survivor provisions. Deducting the increased 
benefits from the $56 million additional taxes leaves a net increase in revenue of 
about $25 million a year, which would be enough to pay the other benefit in- 
creases provided in part I of the bill. The $31 million increase in benefits from 
this provision, plus the additional cost for other Retirement Act amendments 
included in the bil) would total approximately $54 million. The $56 million addi- 
tional revenue would pay for all the increased benefits provided for in the bill 
The Director of the Bureau of Wage and Service Records strongly urges that, 
if the bill is reported out, the effective date of this provision be made January 
1, 1955, instead of July 1, 1954. This would save the Board considerable expense 
in reconciling the correct compensation to be recorded to the employees’ accounts, 
especially where the employee worked for more than one employer during the 
year. Similarly, it would appear that changing the maximum creditable com- 
pensation during the year would pose serious problems for employers making 
reports to the Board. Appropriate changes in the Railroad Retirement Tax Act 
to increase the taxable base from $300 to $350 a month are included in the bill. 
2. Reduction in the eligibility age for widows, dependent widowers, and parents 
from 65 to 60.—Under the present act no benefits are payable to widows and 
parents until they reach age 65. The present Railroad Retirement Act permits 
the payment of full retirement annuities at age 60 to women employees if they 
have had 30 years’ railroad service. There are about 30,000 widows and parents 
between the ages of 60 and 65 who would become eligible for survivor benefits, 
averaging about $45 a month, on the first of the month after the bill is enacted. 
The cost of this provision would come to approximately $23.5 million a year. 


3. Substitution of a work clause for the presumptive recovery provision for 
disabled annuitants under 65.—The present Retirement Act provides that a dis 


abled annuitant under age 65 is presumed to have recovered from his disability if 
he earns in employment or self-employment more than $75 a month for 6 con 
secutive months. The provision has been found to be difficult of administration 
and subject to abuse. The Board believes that the substitution for this provision 
of one that would suspend benefits for any month for which the employee earns 
in employment or self-employment more than $100 a month would be more 
equitable and easier to administer than the present provision. There are ap- 
proximately 43,000 disabled annuitants under age 65 who would be potential! 

affected by this provision. About 800 of them are now suspended because of t 
appli« ation of the present 6-month recovery test and would have to be reexa? 
ined for possible reinstatement. It is estimated that the provision would be a 


he 
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little less costly than the present one, the amount of savings being approximately 
$1.5 million a year. 

4. Payment of survivor benefits to a widow and dependent disabled child past 
age 18.—Under the present Railroad Retirement Act, a widow under age 65 can 
receive a widow's benefit if, and so long as, she has a child under age 18 in her 
care, regardless of whether the child, after age 18, is able to work or not. The 
bill eliminates the age restriction if the child became disabled before age 18. No 
good estimate is available as to the number of survivors who will be affected by 
this provision. A rough estimate of the cost of the provision is $750,000 per year. 

5. Utilization of employment after age 65 in computing the monthly compensa- 
tion.—The present Railroad Retirement Act provides that all compensation 
earned by an employee, including compensation after age 65, shall be used in 
determining the amount of the retirement annuity. In a number of cases, the 
employee after age 65 earns less than he did before age 65. Approximately 
100,000 annuitants who had service after age 65 are now on the current pay- 
ment rolls. Only those among them who file applications will have their an- 
nuities considered for recomputation under this provision. It is estimated that, 
if all file, some 7,500 will be eligible to receive higher annuities from a few cents 
to a few dollars a month and averaging 55 cents per month, retroactive to 
November 1, 1951. Of the current new retirements at age 65 or over, about two- 
thirds have had some service after age 65. Only a small minority of these, how- 
ever, had higher average earnings before age 65 than after and would therefore 
profit from the provision. It is estimated that the cost of the provision would 
be about $50,000 per year. 

6. Elimination of reduction in survivor benefits on account of entitlement to 
railroad-retirement benefits —Under the present act, a woman who is covered by 
the act and whose husband is also covered cannot receive both a widow's benefit 
and a retirement benefit based on her own earnings. In effect, she can receive 
only the larger of the two benefits. There are fewer than 100 aged widows and 
parents now receiving less than the full amount of both survivor and retirement 
annuities. These individuals would receive increases averaging about $20 a 
month. The cost of the provision would be about $20,000 per vear. 

7. Elimination of national-delegate service in the absence of previous railroad 
emploument.—In the conventions of the railroad brotherhoods, there are a con- 
siderable number of delegates who are not railroad employees and whose service 
as delegates is now taxed under the Railroad Retirement Taxing Act. Prac- 
tically all such persons will never receive benefits under the act, because they 
would not have the minimum of 120 months’ service required for eligibility for 
benefits. The work of collecting the taxes on this small and irregular service 
and of keeping compensation records in the Board is not justified by the small 
amount of taxes and benefits involved. Appropriate amendments to the Rail- 
road Retirement Tax Act are also included in the bill. There is no way of know- 
ing the number of individuals who would be affected, but it is probably small. 
A rough estimate of the cost is about $10,000 a year. 

8 Elimination of deductions because of failure of children to attend school. 
Under the Railroad Retirement Act, a child of a deceased employee is entitled to 
benefits until he reaches age 18, except that if he is age 16 or over and is not 
attending school, no benefit will be paid for any month while he is not attending. 
Such a provision was originally in the Social Security Act, but has been removed, 

road Retirement Act. 
Some 150 children, whose annuities are now being withheld under the school 
attendance clause, would be affected by this provision. Most of these children, 
however, are in families already receiving a social-security minimum amount. 
The total benefits to the family would therefore not be affected in these cases, 
although a recalculation of the individual benefits may have to be made. The 
amendment will have little effect on the total cost of the bill. 

The table on the following page gives the costs of the amendments in the bill 
to the Railroad Retirement Act. Both dollar costs and tax rates are given. 
The table and the footnote show that the increased revenue from the increase in 
the taxable ceiling to $350 per month is enough to pay the increased benefits with- 
out increase in the tax rate. 


and there is no good reason for continuing it under the Rail 
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Cost and tar rate summary—Additional annual costs and corresponding level 
tar rate required bu amendmcuts in S. 2930 to the Railroad Retirement Act 
(assumes Jevel annual payroll of $5,450 million on basis of $350 monthly com- 
pensation ceiling) 


Level cost 


Annual dol- nercent of 
Provision | lar cost (in o eat “hee 
thousands an 
payroll) 
1, Additional benefits resulting from increase in ceiling to $350 per month: 
Retirernent benefits_ -- ‘ $25, COO 0. 459 
Survivor benefits « ’ 6, 000 110 
2. Reduction of eligibility age for widows and parents to 60 23, 50K 431 
3. Change in disability work clause -.. (—1, 500 (—. 028) 
4. Disabled chil continuation of benefit to widow and child 750 | 014 
5. Disregard compensation after age 65 if use would reduce annuity 50 
6. Allow widow full widow’s annuity and any annuity based on her own 
compensation . 20 
7. Elimination of credit for national delegate service for persons who have no . 001 
ot’ er creditable ser vice - - . 10 
8. Elimination of provision for suspension of benefit of child over 16 not 
attending school -- . . 1 
Total 7 ‘ ‘ catenins 53, 831 . 987 


Under the present Railroad Retirement Act, benefits cost $670.5 milion per year 
on a level basis. The proposed amendments would thus increase the required 
annual outlay to $724.3 million (670.5 plus $53.8). This would be equivalent 
to a 13.29 percent tax rate on the $5,450 million covered payroll based on a $350- 
per-month ceiling. The latter payroll compares with the $5,000 million assumed 
level annual payroll based on the present $300-per-month creditable ceiling on 
taxes and compensation. 

The existing tax rates are not changed by the proposed amendments. How- 
ever, because of the increased payroll there will be available $56 million in addi- 
tional tax revenue. This compares with the annual cost of $53.8 million result- 
ing from the benefit liberalizations of the proposed amendments. 


RAILROAD UNEMPLOYMENT INSURANCE ACT AMENDMENTS 


The provision of the bill mentioned earlier increasing the tax-and-benefit base 
from $300 to $350 a month applies also to the Railroad Unemployment Insurance 
Act contributions and benefits. As stated previously, it is estimated that the 
increase in the contribution base to $350 a month would increase the taxable 
payroll by about 9 percent, or to $5,450 million per annum. 

The bill also provides, in effect, for two changes in the benefit formula of the 
Railroad Unemployment Insurance Act, including both unemployment and sick- 
ness benefits. The first change is to add a new bracket to the present formula. 
The present formula provides that any employee whose earnings in a base year 
exceeded $3,500 would have a benefit rate of $7.50 a day. The bill provides a 
new rate as follows: 


Per day 
SS. Gee Gh Sa Bee: Ceicccd sande... iadiablieditien. sitiecdisbinestcestadid $7. 50 
es re ee aaa trent artes aca ta acs en Detalles asansaninaseinitisidiininiascieaciecanaie _ 8.00 


The addition of the $8 benefit rate would have no effect on benefits until July 1956, 
except as it sets a maximum rate for the other change proposed, since 1955 would 
be the first base year in which any employee could have creditable compensation 
of $4,000 or more. 

The second change in the Railroad Unemployment Insurance Act provides that 
the employee’s daily benefit rate shall not be less than 50 percent of the daily rate 
of compensation for the employee’s last employment in which he engaged for an 
employer preceding the registration period, but that no such rate should be 
increased above $8 per day. This provision would immediately increase the 
benefits for about two-thirds of the unemployment and sickness beneficiaries. 

Increasing the earnings to $350 a month would have some effect on all benefit 
rates in the existing schedule, but would affect principally those now in the top 8 
or 4 compensation ranges. The proviso, on the other hand, would have its great- 
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— 


est effect on benefits paid to those qualified at the lower benefit rates. It would 
have the effect of guaranteeing a minimum rate of nearly $6, since all but a few 
railroad jobs pay at least $12 a day. 

It is estimated that the average increase in the total amount of benefits paid 
if S. 2930 is enacted would be about 20 percent. This estimate allows both for an 
increase in claims due to higher benefit rates, and for the effect of future wage 
increases. 

It has been estimated that the average level of benefits under the present law 
would be about $125 million a year. For all cost purposes, the Board has used 
a taxable payroll of $5 billion for the present laws. With this payroll, the aver- 
age of benefits under the present unemployment insurance law would be 2.5 per- 
cent of the taxable payroll. 

The estimated average increase of 20 percent in benefits for S. 2930 would add 
$25 million to the estimated benefits under the present law, increasing it to $150 
million. At the same time, increasing the taxable earnings limit to $350 a month 
would add about 9 percent to the taxable payroll, raising it to $5.45 billion. From 
these data, the average of benefits with 8S. 2930 is estimated at 2.75 percent of the 
taxable payroll. Based on the experience of the Board over nearly 15 years, 0.15 
percent of payroll is enough to allow for administrative expenses. The average 
total cost for the Railroad Unemployment Insurance Act with 8S. 2930 and in- 
cluding administration, is, therefore, estimated at 2.90 percent of payroll. 

As far as contributions to be paid by the railroads are concerned, the cost 
should be reduced by 0.1 percent to allow for interest on the balance in the rail- 
road unemployment insurance account The allowance assumes an ultimate 
balance of $250 million to $275 million in the account and an interest rate of 2%¢ 
percent. This makes the average future contribution rate 2.80 percent of payroll. 
Because of the present balance in the fund of $600 million, the present contribu- 
tion rate of 0.5 percent will continue for about 2 years, and intermedate rates for 
about 2 years more. Thereafter contributions would average 2.80 percent. 

Separate statement of individual members of the board follow. 

RAYMOND J. KELLY, Chairman, 





SEPARATE STATEMENT OF HorACE W. HARPER, MEMBER OF THE BOARD 


I favor the enactment of the bill S. 29830 with such amendments as were made 
to the companion bill H. R. 7840 by the House Committee on Interstate and 
Foreign Commerce. See House Report No. 1899, 83d Congress, 2d session, dated 
June 21, 1954, to accompany H. R. 7840. My reasons for favoring the enactment 
of the bill, as so amended, are set out in the Board’s report on H. R. 7840 appear- 
ing in the hearings before the Committee on Interstate and Foreign Commerce, 
House of Representatives, 83d Congress, 2d session, on H. R. 7840, beginning at 
the end of page 5 and ending toward the end of page 9; in my statement appear- 
ing on pages 11 and 12 of said hearings; in the letter dated April 12, 1954, appear- 
ing on pages 84 and 85 of said hearings; and in the Board’s report dated Febru- 
ary 15, 1954, on the bill H. R. 6403, 88d Congress, 1st session. I request that 
your committee consider these reasons the same as if they were here restated. 

Horace W. HARPER, 
Member of the Railroad Retirement Board. 





STATEMENT OF F. C. SQurrE, MEMBER, RAILROAD RETIREMENT Boarp on §S. 2930 


I am opposed to a number of the principal provisions of S. 2930 for the reasons 
given below. 
A. RETIREMENT ACT 


Increase in maximum compensation from $300 to $350 is inequitable: The rate 
of the payroll tax on the railroads is already three times (6114 pervent v. 2 per- 
cent) the payroll tax rate on their nonrailroad competitors and other industries. 

It should be understood that 8. 2980 makes no increases in annuities of rail- 
road employees already retired. To avoid later disappointment, it should be borne 
in mind that S. 2930, unlike the provision of social security bill H. R. 9366 as 
to those now on the social-security rolls, provides no increases in annuities for 
the 290,000 retired railroad employees now on the railroad retirement annuity 
rolls; no increases for employees earning less than $300; and but small increases 
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for those earning over $300 who will retire in the next several years. Any 
sizable increases are for those retiring in the rather distant future. 

For those who will receive increases, the increased benetits will come at the 
following rates, based on earnings of $3850: (qa) A man who has 1 year yet 
to work before retirement will pay $3.13 more taxes per month and when he 
retires 1 year hence will receive $0.69 greater annuity per month; (0%) a man 
who has 5 years yet to work before retirement will pay $3.13 more taxes per 
month and when he retires 5 years hence will receive $3.45 greater annuity per 
month. 

B. UNEMPLOYMENT INSURANCE ACT 


The bill proposes increasing the benefit rates of the Railroad Unemployment 
Insurance Act, the provisions of which are already far more liberal than those 
of the State laws. 

Only 2 years ago substantial increases were made by Public Law 343, approved 
May 15, 1952, in the daily benefit rates, 

Will increase cost of benefits $25 million per year: In its report above, this 
Board estimates that this bill would increase the average annual cost of bene- 
fits by 20 percent of $125 million or $25 million per year, 

Combined effect of increased unemployment costs in the bill added to effect 
of exhaustion of the excess in the unemployment insurance fund about 4 years 
hence, will increase the unemployment taxes the railroads are now paying by 
about $127 million a year. Jue to the large surplus built up in the unemploy 
ment insurance fund prior to the time the sliding scale became effective in 
1948, unemployment taxes under the sliding scale have been about $25 million 
a year, That surplus will disappear in about another 4 years at which time, 
for that reason and because of the increases under the bill, the average tax 
will become 2.80 percent of $5,450 million payroll or $152,600,000 per annum, 
which means that the railroads will then in average years have to pay about 
$127,600,000 more per year than they are now paying for the unemployment 
system. 

The bill would increase the taxtable maximum from $300 to $350 per month 
whereas the Federal-State unemployment taxtable maximum is only $3000 
per year: The Economic Report of the President makes no suggestion to increase 
the present taxtable maximum of $3000 per year in the Federal-State unem- 
ployment compensation laws. When the social security old-age taxable maxi- 
mum was raised in 1950 from $3,000 to $3,600, the States and Federal Govern- 
ment (except for the action of Nevada in 1953) let the taxable maximums for 
their unemployment compensation laws stands at $3,000. The tripartite Federal 
Advisory Council on Unemployment Security at its meeting October 26, 1953, 
turned down a proposal to recommend increasing the Federal-State unemploy- 
ment taxtable wage base from $3,000 to $3,600. The Railroad Unemployment 
Insurance Act has, from the beginning, specified a taxable maximium of $300 
per month (approximately $3,600 per year), and S. 2930 now proposes further 
widening the difference by increasing the taxable maximum for railroad unem- 
ployment to $350 per month. 

The bill would make the railroad unemployment minimum benefit as high 
as the maximum of the State systems: Very few railroad rates of pay are now 
less than $12 per day so that as a practical matter the 50 percent proviso would 
make the minimum railroad unemployment benefit about $6 a day or $30 a week. 
Only two of the States have a maximum higher than $30 a week and the 
weighted average of the State maximums is $27.64. 

This 50 percent proviso would, of course, primarily increase the unemployment 
benefits to casual labor. For example, the man who works a month or two in the 
summer would be able to draw just as much unemployment as the man who stayed 
on the job all year. 

The railroad law provides sickness benefits which most State laws do not: 
40 percent of the benefits paid under the Railroad Unemployment Insurance Act 
are for sickness and maternity. Only four States have laws for the payment 
of sickness benefits and those laws provide for the employees to pay all or part 
of the cost of sickness benefits. In contrast, the Railroad Unemployment Insur- 
ance Act provides sickness and maternity benefits for railroad employees and 
requires that the entire cost be borne by the railroads. Consequently, the Rail- 
road Unemployment Insurance Act, in providing such sickness and maternity 
benefits entirely at the employer’s expense, already provides very much more 
than the State systems. 


50465—54——_2 
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Comparison of railroad and State average weekly benefits: Disregarding the 
additional sickness and maternity benefits provided by the present Railroad 
Unemployment Insurance Act, let us see how the unemployment benefits already 
provided by the railroad law compare with the unemployment benelits provided 
by State laws. A common comparison is between the average per week paid to all 
beneficiaries under the State laws and the average benefits per week of unem- 
ployment paid under the railroad law. Under State laws, the average per week 
of total unemployment for the calendar year 1953 was only $23.58 as compared 
with average per week of total unemployment under the railroad law of $29 
for the last 6 months of 1953. 

Comparison of State and railroad minimum and maximum: The more im- 
portant provisions of State unemployment compensation laws are shown on 
pages 16 and 17 of the Social Security Bulletin for December 1953. Excluding 
dependent’s allowances, which are payable in only 11 States, there are only 
2 State laws with maximums of more than $30 a week. This may be compared 
with the maximum of $37.50 now payable under the Railroad Unemployment 
Insurance Act, and a maximum of $40 proposed in S. 2930. Even including 
dependents’ allowances, there are only 4 States paying a maximum of more 
than $38 a week. In the following tables, averages of the provisions of State 
laws are compared with the present railroad law and the proposals in S. 2930. 
Allowances for dependents are omitted from the State figures because such 
allowances constitute only about 1 percent of the total paid by the States for 
unemployment, 


States Railroads 


Provision 


Simple Weighted Present S. 2930 





average average ! law | 
Minin weekly benefits ‘ $7. 82 $8. 62 $29. 10 
M weekly benefits | 26. 66 27. 64 40. 00 
Maximum total benefits payable in a year ‘ 612. 77 675. 44 1, 040. 00 
Maximum weeks of total unemployment payable 23 24 26 | 20 
1 Computed by weighting figure for each State by number of beneficiaries in calendar year 1952. 


Other respects in which the present railroad unemployment system already pays 
more than those of the States 


1. All State laws prohibit the payment of unemployment benefits to strikers. 
Radically contrary is the railroad unemployment system under which strikers 
are paid unemployment benefits unless the strike is in violation of the railway 
labor act or the rules and practices of the labor organization. If the act is to be 
amended, certainly the payment of benefits to strikers should be prohibited the 
Same as in the State laws 

2. Of the 4 States that have sickness (temporary disability) laws, 3 of them 

i prohibit payment of benefits for maternity, and while the other pro- 
vides for sickness benefits in maternity cases, it is for a shorter length of time 
than the railroad unemployment insurance law, and is at the expense of the 
employees. In contrast, the Railroad Unemployment Insurance Act provides for 
nationwide payment of maternity benefits. These average about $755 per case, 
and gregate about $3 million per year. About two-thirds of the women do 
not return to work. The entire cost is on the railroads. If the act is to be 
amended, the maternity provision should be eliminated. It should be remem- 
bered that under no State law are even sickness benefits payable at the sole ex- 
pense of the employer. 

3. Under most State laws the taxpaying employer can under certain condi- 
tions object in the administrative proceedings and also obtain court review if 
he thinks that payments of certain unemployment benefits to his employees, or 
former employees, by the State agency are contrary to the State law. Under the 
Railroad Unemployment Insurance Act, the taxpaying railroad employer does 
not have that right, according to the decision of the Court of Appeals for the 
Seventh Circuit in Railway Express Agency, Inc. v. Kennedy, et al, (189 F. (2d) 
801), certiorari denied in 342 U. 8. 830. 

4. Under the railroad law a man who quits a job without good cause, or who 
refuses to accept suitable work is disqualified from receiving unemployment 
benefits for 30 calendar days. All States have related provisions. In some of 
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them disqualification is complete. In a great majority of the others the dis- 
qualifying period is much longer than 30 days. 

5. All States disqualify for varying lengths of time a man who has been sus- 
pended or discharged for misconduct. The railroad law does not disqualify, but, 
on the other hand, pays unemployment benefits in such a case just the same as if 
the man had been laid off due to lack of work. 

6. In most States, the maximum total amount of benefits, in addition to being 
restricted to a certain number of weeks, is further limited to a specified propor- 
tion of base-year earnings. The most common limitation is that total benefits 
shall not exceed one-third of the total base-year earnings. There is no such re- 
striction in the Railroad Unemployment Insurance Act. 

Some or all of the above should be corrected before further increases of bene- 
fits in other respects are made in the railroad law. 

59 Percent Proviso 

This is the proposed provision that all the lower benefit rates in the present 
law be increased to half the claimant’s daily rate of compensation. This sounds 
simple, but would result in the grossest inequities and also in difficulties of 
administration. It would, in effect, substitute daily benefit rates of $6 or more 
for the first 6 brackets of the present schedule. 

Of the “hard core” of regular railroad employees, most earn over $3,000 per 
year and under the present law are entitled to $7 or $7.50 per day for unemploy- 
ment. However, there are a few hundred thousand casual or temporary railroad 
workers every year. Under the present law 4 or 5 weeks’ work in the base year 
with $300 earnings entitles one to $3 per day unemployment for a maximum of 
130 days. The 50 percent proviso proposed in 8. 2930 would entitle him to $6 per 
day, nearly as much as a regular railroad employee who had spent years in the 
railroad industry. While many regular railroad employees would benefit from 
this 50 percent proviso, the greatest benefit from it would go to casual and tem- 
porary workers. 

A few of the other bad features of this proposed 50 percent proviso I will men- 
tion only briefly : 

1. Thousands of beneficiaries will receive more in benefits than they earned in 
railroad employment. 

2. Benefit payments will be so high if this proviso is enacted that the incen- 
tive to seek work will be reduced. 

3. The 50 percent proviso could have the effect of penalizing an unemployment 
claimant who accepts a temporary railroad job carrying a lower-rate pay. 

4. Basically the proposed 50 percent proviso is an attempt to graft onto the 
present law, which bases the benefit rate on total earnings in the base year, a 
feature which might appear to be somewhat similar to the provisions of some 
State laws which base the benefit rate on earnings in a single quarter or in the 
period immediately preceding the beginning of unemployment. However, the 
proposal omits entirely the safeguards that are in these State laws. These safe- 
guards are in the form of provisions requiring total base-period wages of some 
such figure as 30 times the weekly benefit amount to be eligible for benefits or of 
provisions which restrict the total benefits payable in the year to a fraction (com- 
monly one-third) of the total base-year earnings. 

5. The administration of the Railroad Unemployment Insurance Act, instead of 
being simple and economical, will be made costly and complex by this 50 percent 
proviso. 

JULY 7, 1954. 


PROPOSED AMENDMENT OF RAILROAD RETIREMENT LEGISLATION, February 11, 1954 


Mr. Smirn of New Jersey. Mr. President, on behalf of the Senator from 
Montana (Mr. Murray), the junior Senator from New York (Mr. Lehman), the 
senior Senator from New York (Mr. Ives), the Senator from Massachusetts (Mr. 
Kennedy), and myself, and such other Members of the Senate as may care to 
join us, by request, I introduce for appropriate reference a bill which is jointly 
sponsored by all standard railway labor organizations to amend the Railroad 
Retirement Act, the Railroad Retirement Tax Act and the Railroad Unemploy- 
ment Insurance Act. 

The bill which I have introduced liberalizes the railroad retirement system 
and makes certain adjustments in regard to benefits. 

The changes which it proposes can be summarized as follows: 
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First. Widows’ benefits at age 60: Under present law aged widows are not 
eligible for survivors benefits until age 65. The bill reduces the eligibility age 
to 60. 

Second. Disability work clause: Under present law, a disability annuitant is 
deemed recovered if he earns more than $75 in each of 6 consecutive months. 
The bill provides for withholding the annuity in any month in which more than 
$100 is earned. This will remove hardships on the one hand, and eliminate 
abuses on the other. 

Third. Survivor's benefits for disabled children and widowed mothers: Under 
present law, a widowed mother and her child cease getting survivor's benefits 
when the child reaches age 18 even though the child may be completely disabled 
for any employment. The bill provides that if the child is permanently and 
totally disabled, the survivor's benefits to the widowed mother and child will con- 
tinue beyond age 18. 

Fourth. Maximum creditable and taxable compensation: Under present law, 
the maximum compensation that is taxable and creditable for both railroad re- 
tirement and unemployment insurance purposes is $300 per month. The Dill 
increases this maximum to $350 both for tax purposes and for credit toward 
benefits under both the railroad retirement and unemployment insurance systems. 
In connection with establishing the new benefit rates for crediting this addition- 
al compensation under the Unemployment Insurance Act, it is also provided that 
the daily benefit rate shall not be less than one-half the last daily rate of pay at 
which he worked in railroad employment, but with a maximum of $8 

Fifth. Crediting of compensation earned after age 65: Under present law, com- 
pensation earned after retirement age is used in computing the annuity even 
though through lower earning in later years this operates to reduce the annuity. 


The bill provides for disregarding such compensation (though crediting the 
service) if using such compensation would reduce the annuity 
Sixth. Receipt of both survivor annuity and retirement annuity: Under 


present law, a widow who has had railroad employment and is eligible for a re- 
tirement annuity in her own right and who would also be eligible for a survivor 
annuity by reason of ber husband’s employment has the latter offset against the 
former and cannot receive both; the bill provides for both to be paid. 

Seventh. Delegates to conventions: Under present law, service as a delegate 
to a labor organization convention is covered employment. These conventions 
frequently include delegates from units outside the railroad industry or outside 
the country who have no other covered employment. The accumulation of these 
trifling credits is of no substantial value compared with the nuisance of record- 
ing it and collecting the taxes on it. The bill excludes such service from cov- 
erage where the individual has no other covered employment. 


Senator Gorpwater. I would also like to introduce at this point in 
the record a statement by the Honorable Charles A. Wolverton. 
(The statement referred to follows :) 


CONGRESS OF THE UNITED STATES, 
HOUSE OF REPRESENTATIVES, 
Washington, D.C., July 2, 1954. 
Hon. H. ALEXANDER SMITH, 
Chairman, Committee on Labor and Public Welfare, 
United States Senate, Washington, D.C. 

Dear SENATOR: In response to your kind invitation, I am herewith trans- 
mitting to you my statement on 8. 2930, a bill to amend the Railroad Retirement 
Act, etc., which your committee has scheduled for a hearing before a subcom- 
mittee on July 7, 1954. 

I would very much have preferred to make this statement personally before 
the subcommittee, but in view of the tremendous program before the House and 
the committee it just seems impossible for me to appear on that day. I would 
very much appreciate it if my statement could be inserted in the record at the 
time the hearings are held. 

Also enclosed for use of your subcommittee are six copies of this committee’s 
report on H. R. 7840, which is the companion bill to S. 2930. 

With kind personal regards, I am, 

Sincerely yours, 


CHARLES A. WOLVERTON, Chairman, 
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STATEMENT OF HON. CHARLES A. WOLVERTON, CHAIRMAN OF HoUSE COMMITTEE 
ON INTERSTATE AND FOREIGN COMMERCE, IN SUPPORT OF 8. 2930, A BILL TO AMEND 
THE RAILROAD RETIREMENT ACT, THE RAILROAD RETIREMENT TAx ACT, AND 


THE RAILROAD UNEMPLOYMENT INSURANCE ACT 


Mr. Chairman and members of the committee, I deeply appreciate the invi- 
tation you extended to me to state my views with respect to 8. 2930, a bill to 
amend the Railroad Retirement Act, the Railroad Retirement Tax Act, and 
the Railroad Unemployment Insurance Act. 

I am in favor of this legislation. The House Committee on Interstate and 
Foreign Commerce, of which I have the honor of being chairman, is in favor 
of this legislation and has recommended to the House of Representatives, in 
its report on H. R. 7840, the companion bill to 8. 2930, that this bill be passed 
promptly (83d Cong., 2d sess., H. Rept. No. 1899). 

H. R. 7840, which I introduced in the House of Representatives on February 
12, 1954, was identical with S. 2930. In reporting this bill the Committee on 
Interstate and Foreign Commerce made a number of technical or clarifying 
amendments and two substantive amendments. One of the substantive amend- 
ments would authorize an anuitant or pensioner to waive all or any part of 
his annuity or pension which would otherwise be due. The purpose of this 
amendment is to enable such an individual to come within the income limita- 
tions specified in the veterans’ laws and thereby qualify for a veteran’s non- 
service-connected pension. The other substantive amendment to the bill, as 
introduced, related to the Railroad Unemployment Insurance part of the bill. 
This amendment was recommended by Colonel Kelly, chairman, and Mr. Harper, 
labor member, of the Railroad Retirement Board, as a compromise proposal to 
amend sections 303 and 304 of H. R. 7840 as introduced. The Committee on 
Interstate and Foreign Commerce adopted the proposal suggested by the ma- 
jority of the Board. 

In order to conserve the time of your committee, I should like to summarize the 
key provisions of the bill reported by the Committee on Interstate and Foreign 
Commerce. A more detailed statement of these provisions may be found in the 
committee’s report on this bill, which I submitted on behalf of the committee to 
the House of Representatives on June 21, 1954. Copies of this report have been 
distributed to your committee. I am also certain that the sponsors of 8S. 2930 
who will speak for the bill will also explain the provisions of this bill in con- 
siderable detail. 

Briefly, then, H. R. 7840, as reported, provides for the following amendments 
to the Railroad Retirement Act: 

(1) Benefits to widows, dependent widowers, and dependent parents at 
age 60 instead of age 65; 

(2) Benefits to widowed mothers with disabled children over age 18; 

(3) Full survivor benefits to widows, dependent widowers, and dependent 
parents who are also eligible for a railroad retirement annuity in his or her 
own right; 

(4) Increasing the creditable compensation from the present maximum 
of $300 a month to a maximum of $350 a month in the calculation of a re- 
tirement or survivor annuity; 

(5) Disregarding the compensation earned after age 65, if the crediting 
of such compensation would diminish the annuity ; 

(6) Changing the disability work clause to a maximum of $100 in earnings 
for any month; 

(7) Excluding the service of certain delegates to national or international 
conventions of railway labor organizations from coverage under this act; 

(8) The elimination of the requirement in the present law that a child 
over 16 and under 18 years of age must attend school regularly in order to 
be eligible for a survivor’s annuity ; and 

(9) Waiver of retirement benefits, to which I have already referred. 

The reported bill, H. R. 7840, would amend the Railroad Retirement Tax Act 
by increasing the tax base from $300 to $350 a month, leaving the tax rate of 
64% percent unchanged. 
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The reported bill, H. R. 7840, would amend the Railroad Unemployment Insur- 
ance Act to provide that the daily benefit rate to a qualified employee would 
be based on the following schedule: 


Daily 

Base year compensation : bene/it rate 
Ge te OOOO be 8s a ie chen basunstiinedinaseeeee $3. 50 
$500 to $749.99________-- BN ei de iain di his poenlomckdecb eae 4. 00 
$750 to $999.99 i ted sd lish a alld sda Alaa eocnitlarth en deaadinaaateiameaam 4. 50 
$1,000 to $1,.299.99_____- i aia Sg ih again tae aaa ce 5. 00 
$1,300 to $1,599.99____ oe a ae 5. 50 
I cn nn oe cocietechbbibaet ecbaimin desde ajelialagialmanaieenatal 6. 00 
$2,000 to $2,499.99_____-- pa Te A ed Dee ee Sel 6. 50 
$2.500 to $2,999.99____ I a dc eae asdbabie desea 7.00 
$3,000 to $3,499.99 ee 5 iceland ws cedeiaiige an tcaeae ema ata 7. 50 
IRD iiaras, ME 6s nl AE 8 cate daira 8. 00 
&. 50 


$4,000 and over . “Tas x a i al i al te cial 


The reported bill further provides that if the daily benefit rate in accordance 
with the above schedule would be less than half of the employee’s daily rate of 
compensation for the last employment in which he was engaged in the base year, 
his daily rate would be increased to half of such amount, but not exceeding $8.50. 
Also, the total amount of benefits which may be paid to an employee separately 
for unemployment or sickness within a benefit year cannot exceed his total com- 
pensation in the base year. The bill would also increase the maximum compen- 
sation subject to contribution from $300 to $350 a month. 

During the 883d Congress, the Committee on Interstate and Foreign Commerce 
has received thousands of letters and telegrams from retired railroad annuitants 
and pensioners, widows of railroad workers, active railroad workers, and repre- 
sentatives of these groups, and Members of Congress, urging various improve- 
ments in the benefits payable under the railroad retirement system and the rail- 
road unemployment insurance system. The wide interest in this legislation is 
evidenced by the fact that over 60 bills to amend the Railroad Retirement Act 
1ave been introduced by Members of the House of Representatives and referred 
to this committee during this Congress. The committee has held hearings on all 
these bills and considered each one very carefully. 

Last year, we held hearings on H. R. 356 and 17 similar bills proposing to 
repeal the dual-benefit restriction provision enacted by the 1951 amendments to 
the Railroad Retirement Act (sec. 7 of Public Law 234, 82d Cong.). Under this 
provision of the law, a railroad retirement annuity which was based in part on 
service before 1937 had to be reduced if the annuitant or pensioner was receiv- 
ing, or was eligible to receive on application, an old-age insurance benefit under 
the Social Security Act. 

The committee reported favorably on H. R. 356, providing for the repeal of 
section 7 of Public Law 234, retroactive to October 30, 1951, the date it became 
effective. This bill passed the House on July 24, 1953, and passed the Senate 
on June 2, 1954. I am happy to state that this act was approved on June 16, 
1954, and is now Public Law 398 of the 83d Congress. 

In March 1954 we held hearings on H. R. 7840, the companion bill to S. 2930, 
and 10 other identical House bills. Again on June 2 and 3, 1954, we held hear- 
ings on 30 other bills to amend the Railroad Retirement Act pending before the 
committee at that time. 

None of the bills which proposed increases in retirement and survivor benefits 
provided for any means of financing the cost of these additional benefits except 
the bill reported by the committee, H. R. 7840, and the 10 other bills identical 
to it. The financing provisions of H. R. 7840 are adequate to cover the costs 
of the additional benefits provided for in the bill. 

In the consideration of all these bills, the Committee on Interstate and Foreign 
Commerce has placed great emphasis on the effect of the proposed amendments 
on the financial soundness of the railroad retirement account. The committee 
is unanimously of the opinion that, regardless of the desirability of certain 
proposals for the liberalization of benefits under the Railroad Retirement Act, 
no amendments to the law should be made which would jeopardize the financial 
soundness of the railroad retirement system. The principle is accepted by all 
the standard railway labor organizations as well as railroad management. 

: We have alw ays had a great desire to be as helpful as possible to retired railroad 
workers and their dependents. We are also mindful of our grave responsibility 
toward the currently active railroad workers and those who will follow, and 
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who will retire in the future. We must make certain that when they retire from 
the railroad industry, the reserves in the railroad retirement account plus the 
income into the system will be adequate to pay the benetits due them. 

s3ased on the very careful study which the House Committee on Interstate 
and Foreign Commerce and I personally have given to H. R. 7840, I can say 
that its companion bill in the Senate, S. 2930, is sound and necessary legisla- 
tion. This legislation is consistent with the program recommended by the 
President and I recommend that it be given favorable consideration by your 
committee at the earliest opportunity. 

I thank you. 


Senator Gotpwarer. Before we hear the first witness, I want to 
mention for the record the fact that the committee is receiving heavy 
mail in opposition to this bill. I have before me no less than 500 
communications Which have been received in the past few days. Many 
of these letters and cards merely state opposition to S. 2930. Others 
suggest that S. 1911 be enacted in lieu of S. 2930. 

Accordingly, I shall insert the full text of S. 1911 in the record at 
this point, together with the report of the Railroad Retirement Board 
thereon. 

(The material referred to is as follows :) 


[S. 1911, 88d Cong., Ist sess.] 


A BILL To amend the Railroad Retirement Act of 1937, as amended, and for other 
purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That this Act may be cited as the “Railroad 
Retirement Act Amendments of 1953.” 


ELIGIBILITY FOR RETIREMENT 


Seo. 2. Paragraphs numbered 2 and 3 of section 2 (a) of the Railroad Retire- 
ment Act of 1937, as amended, are amended to read as follows: 
“2. Individuals who will have attained the age of sixty and will have 
completed thirty years of service. 
“3. Individuals who will have completed thirty-five years of service, with- 
out regard to age.” 


MONTHLY COMPENSATION FOR YEARS OF SERVICE BEFORE 1937 


Sec 3. Section 3 (c) of such Act is amended to read as follows: 

“(c) The ‘monthly compensation’ shall be the average compensation paid to 
an employee with respect to calendar months included in his ‘years of service’, 
except that 

“(1) with respect to service prior to January 1, 1937, he shall be credited 
with monthly compensation in an amount equal to the average compensa- 
tion paid to him monthly for the five calendar years (consecutive or non 
consecutive) included in his ‘years of service’ for each of which he received 
aggregate compensation exceeding that received by him for any other such 
calendar year; and 

“(2) the amount of compensation paid or attributable as paid to him with 
respect to each month of service befcre September 1941 as a station employee 
whose duties consisted of or included the carrying of passenger’s hand bag- 
gage and otherwise assisting passengers at passenger stations and whose re- 
numeration for service to the employer was in whole or in substantial part in 
the form of tips, shall be the monthly average of the compensation paid to 
him as a station employee in his months of service in the period September 
1940—-August 1941, except that where service in the period September 140 
August 1941 in the judgment of the Board is insufficient to constitute a fair 
and equitable basis for determining the amount of compensation paid or at- 
tributable as paid to him in each month of service before September 1941, 
the Board shall determine the amount of such compensation for each such 
month in such manner as in its judgment shall be fair and equitable. 

In computing the monthly compensation, no part of any month’s compensation 
in excess of $300 shall be recognized.” 
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FIFTEEN PER CENTUM INCREASE IN ANNUITIES AND PENSIONS, AND ALTERNATIVE 
METHOD OF COMPUTATION OF ANNUITIES 


Sec. 4. (a) Section 3 (a) of such Act is amended to read as follows: 

“Sec. 3. (a) Except as hereinafter provided, the annunity shall be computed 
by (1) multiplying an individual's ‘years of service’ by the following percentage of 
his ‘monthly compensation’: 2.76 per centum of the first $50; 2.07 per centum of 
the next $100; and 1.38 per centum of the next $150, and (2) increasing the 


product so obtained by 15 per centum. In the case of any individual who has 
completed thirty ‘years of service’ and who would receive a lower annuity under 
the preceding sentence, the annuity shall be a sum equal to 50 per centum of the 


average compensation paid to him monthly for the five calendar years (consecu- 
tive or nonconsecutive) included in his ‘years of service’ for each of which he 
i rregate compensation exceeding that received by him for any other 
aaa 

16 (a) of such Act is amended by 











(1) striking out the ds “at the same rate as” and inserting in lieu 
eof t words “equal to 115 per centum of” ; and 
2) striking out the figure “$120” and inserting in lieu thereof the figure 
S138" 

(« Each annuity heretofore awarded under the Railroad Retirement Act of 
1935, each joint and survivor annuity heretofore awarded, and each survivor 
annuity derived from any joint and survivor annuity heretofore awarded, due in 
months following the month in which this Act is enacted is increased by 15 per 
centum 

ELIMINATION OF DUAL BENEFIT RESTRICTION 

S 5 (a) The last paragraph of section 3 (b) of the Railroad Retirement Act 

of 1937, as amended (which paragraph provides for the reduction of annuities 








and pensions by reason of eligibility for old-age insurance benefits under the 
Social Security Act), is hereby repealed. 

(b) The third proviso in section 3 (e) of such Act (which proviso relates, in 
part, to the reduction of the spouse’s annuity by the amount of certain insurance 
benefits under the Social Security Act) is hereby amended to read as follows: 
“And provided further, That any spouse’s annuity shall be reduced by the amount 
of any annuity to which such spouse is entitled, or on proper application would 
be entitled, under subsection (a) of this section or subsection (d) of section 5 
of this Act”. 

EFFECTIVE DATES 


Sec. 6. (a) Sections 2—4, inclusive, of this Act shall be effective with respect to 
annuities and pensions accruing after the last day of the month in which this 
Act is enacted. The amendments made by section 5 of this Act shall be effective 
as of October 31, 1951. 

(b) All recertifications required by reason oe amendment made by this Act 
shall be made by the Railroad Retirement Boafd without application therefor. 


RAILROAD RETIREMENT BOARD, 
Chicago 11, I11., July 14, 1953. 
Hon. H,. ALEXANDER SMITH, 
Chairman, Committee on Labor and Public Welfare, 
United States Senate, Washington 25, D. C. 


DEAR SENATOR SMITH: This is a report on 8. 1911, introduced in the Senate by 
Mr. Johnson on May 15, 1953, and referred to your committee for consideration. 

This bill would amend the Railroad Retirement Act of 1937 as follows: 

1. Full annuities would be payable after 35 years of service, regardless of age, 
or at age 60 after the completion of 30 years of service. 

2. In the computation of the average monthly compensation for service before 
1937, the present 1924-31 base period would be replaced by the 5 calendar years 
before 1937, consecutive or otherwise, included in the employee’s years of service 
and for which he received aggregate compensation exceeding that received by 
him for any other such calendar year. 

3. All employee annuities and pensions would be increased by 15 percent. 
4. A new minimum provision would apply in the case of persons with 30 years 
of service. This minimum would equal 50 percent of the employee’s average 


‘ 
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monthly compensation for the 5 calendar years, consecutive or otherwise, in- 
cluded in his total years of service for which he received aggregate compensation 
exceeding that received by him for any such calendar year. 

The dual-benefit restriction contained in the last paragraph of section 3 (b) 
of the act would be repealed. 

The present restriction in section 3 (e) of the act requiring the reduction of 
the spouse’s annuity by the amount of her insurance benefit under the Social 
Security Act would be repealed. 

The changes listed in items 1 to 4 above would become effective after the last 
day of the month of enactment into law of the bill; those in items 5 and 6 
would be retroactively effective as of October 31, 1951. 

The combined employer and employee taxes for the support of the railroad re- 
tirement system amount to 12.5 percent of taxable payroll (a maximum of $500 
per month per employee). The fifth actuarial valuation of the assets and lia- 
bilities under the Railroad Retirement Act, recently issued, shows that the level 
cost of paying present benefits under the act is 13.41 percent of taxabile payroll, 
indicating a present deficiency of 0.91 percent of payroll. 

We estimate the additional cost of paying benefits, should this bill be enacted 
at 4.7 percent of payroll, or $235 million a year on an estimated annual pay roll 
of $5 billion. This would increase the deficiency from the present .91 percent of 
payroll to 5.61 percent of payroll. 

Although there are many other reasons why the Board believes that this bill 
should not be enacted, the fact that the bill would provide no additional revenue 
to meet the substantial increase in the cost of paying benefits compels the Board, 
for that reason alone, to recommend that no favorable consideration be given 
to this bill. 


This report has been cleared with the Bureau of the Budget, which informs us 
that there is no objection to its submission and that the Bureau itself, for the 
reasons stated herein, also recommends against favorable consideration of this 
bill. 

Sincerely yours, 
WILLIAM J. KENNEDY, Chairman. 

Senator Gotpwater. We are happy to have Senator Upton with us 
this morning. 

Do you have anything you would like to add to that opening state- 
ment, Senator ? 

Senator Upron. No, I think it is quite complete. 

Senator Gotpwarter. The first witness we have with us this morn- 
ing is Mr. A. E, Lyon, executive secretary of the Railway Labor Execu- 
tives Association. 

Mr. Lyon, it is a pleasure to have you here. You may proceed 
any manner you care to. 


STATEMENT OF A. E. LYON, EXECUTIVE SECRETARY, RAILWAY 
LABOR EXECUTIVES ASSOCIATION, ON BEHALF OF RAILROAD 
LABOR ORGANIZATIONS 


Mr. Lyon. My name is A. E, Lyon. My address is 10 Independence 
Avenue SW., Washington 24, D.C. I am appearing not only for the 
Railway Labor Executives Association, of which I am executive 
secretary, but also for the four train and engine service operating 
brotherhoods. 

Members of the committee will recall that I appeared here in Febru- 
ary of this year in behalf of S. 2930, when you were also holding hear- 
ings on railroad retirement. My testimony appears on pages 111 to 
123 of the printed volume of the hearings, which were conducted fron 
February 15 to 18, on five bills which had to do with the subject of 
dual benefits. 

In that testimony we described in detail the provisions of S. 2930, 
which had been introduced on February 11 by Senator Smith, the 
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chairman of this committee, for himself and for Senators Murray, 
Lehman, Ives, and Kerinedy. 

I assume that the committee will wish to have that testimony mate 
a part of the record of these proceedings. 

I would like, however, to repeat and summarize what we said at that 
time. 

The standard railroad labor organizations for whom I am appearing 
are the offic ial and designated representatives, under provisions of the 
Railway Labor Act, of almost all of the railway employees of the 
country. Their status as representatives of the employees is also re- 
cognized by the provisions of the Railroad Retirement and Railroad 
Unemployment Insurance Acts. These organizations were listed by 
name in my previous testimony. I shall not repeat them here, Mr. 
Chairman, unless you wish. 

Senator Gotpwarer. Mr. Lyon, without objection, we will make 
your testimony when you appeared before the committee in February 
of this year a part of the record. That appears on page 111 to page 
123 of these hearings. 

(The material referred to follows:) 


STATEMENT AT PREVIOUS HEARING OF A. E. LYON, EXECUTIVE 
SECRETARY, RAILWAY LABOR EXECUTIVES ASSOCIATION, 
WASHINGTON, D. C. 


Senator Griswoitp. Mr. Lyon, I understand you are appearing be- 
fore us in ae of S. 2930. 

Mr. Lyon. Yes, Mr. Chairman. 

Senator Griswotp. That bill is really not assigned to this com- 
mittee, and I do not imagine the members of the committee have had 
time to read it, or at least to study it very comple ttely. This committee 
was set up to hear discussions of H. R. 356. I think it is all right 
for you to appear. 

I do not know whether Senator Murray and Senator Hill have had 
a chance to study S. 2930. Speaking for myself, while I have read 
it and have looked it over just a little, yet I am not prepared to 
discuss it in very much detail. Did you plan to file this statement 
and then discuss it briefly, or what did you have in mind? 

Mr. Lyon. I wanted to go over the first part of it, and file the 
remainder, Mr. Chairman. 

Senator GriswoLp. Very well. 

Mr. Lyon. It is true the bill was only introduced on February 11, 
by Senator Smith, but it is a bill that all of the standard railroad 
unions would like to have considered. It would be helpful to the 
committee and everyone else, if we would present our primary mate- 
rial on it; and I presume you would want to consider it, too. 

Senator Griswotp. I do not know just how, the way this subecom- 
mittee is set up. I do not know whether we are to handle all railroad 
legislative measures, or merely the bill H. R. 356, at this time. It 
is not clear in my mind. Senator Murray, do you have a suggestion 
on that? 

Senator Murray. No; I do not. I think it would be all right for 
the witness to proceed and make the record. 

Senator Griswotp. Then, if another committee is appointed, we 
will turn it over to them, also. 
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Senator Murray. That is right. 

Senator GriswoLp. Then you may proceed, Mr. Lyon. 

Mr. Lyon. I may say, Mr. Chairman, when I received a telegram 
from the staff director asking me to appear, I made it clear that I did 
not want to talk about dual benefits, but to discuss this bill. 

Senator Griswotp. My understanding is that, in the way it is han- 
dled, you may be called to appear before some other committee, also, 
in connection with this matter. 

Mr. Lyon. Yes; I so understand. 

Senator GriswoL_p. You may go ahead, and you may say what you 
wish to say. 

Mr. Lyon. My name is A. E. Lyon. My address is No. 10 Inde- 
pendence Avenue, SW., Washington 24, D. C. I am the Executive 
Secretary of the Railway Labor Executives’ Association. This is an 
association of the chief executive officers of 19 railway labor organ- 
izations. 

I appear here, however, in behalf of the 4 train and engine service 
brotherhoods as well as in behalf of the 19 organizations affiliated 
with the association. These four brotherhoods are: 

Brotherhood of Locomotive Engineers. 
Brotherhood of Locomotive Firemen and Enginemen. 
Order of Railway Conductors. 

Brotherhood of Railroad Trainmen. 

The organizations affiliated with the Railway Labor Executives’ 

Association are: 

Switchmen’s Union of North America. 

The Order of Railroad Telegraphers. 

American Train Dispatchers Association. 

Railway Employees’ Department, A. F. of L. 

International Association of Machinists. 

International Brotherhood of Boilermakers, Iron Ship Build- 
ers, Blacksmiths, Forgers, and Helpers. 

Brotherhood Railway Carmen of America. 

Sheet Metal Workers International Association. 

International Brotherhood of Electrical Workers. 

International Brotherhood of Firemen and Oilers. 

Brotherhood of Railway and Steamship Clerks, Freight Han- 
dlers, Express and Station Employees. 

Brotherhood of Maintenance of W ay Employees. 

srotherhood of Railroad Signalmen of America. 

National Organization Masters, Mates, and Pilots of America. 

National Marine Engineers’ Beneficial Association. 

International Longshoremen’s Association. 

Hotel and Restaurant Employees’ and Bartenders International 
Union. 

Railroad Yardmasters of America. 

Brotherhood of Sleeping Car Porters. 

These organizations, as above listed, represent almost all of the 
railroad workers in the United States. They are often referred to as 
the standard railway labor organizations. 

These organizations are vitally interested in the railroad retirement 
system, established by the provisions of the Railroad Retirement Act, 
and in the railroad unemployment insurance system, established by the 
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provisions of the Railroad Unemployment Insurance Act. Both sys- 
tems are administered by the Railroad Retirement Board. 

Railroad labor organizations maintain a constant review and study 
of the operations of these systems and are constantly examining the 
possibilities of improving the benefits to railroad workers and their 
families. We are not only concerned with the adequacy of benefits, 
but we also place very great importance on financial soundness and 
permanence. Prudent financing and lasting security for these benefit 
systems are neither ignored nor lightly considered by the standard 
railroad Jabor organizations. 

The organizations for whom I am speaking have been almost con- 
stantly engaged for the past 5 months in a series of conferences to 
determine what changes they should recommend at this time. These 
conferences have been attended by principal executive officers of the 
unions as well as by other representatives. We have carefully ex- 
amined a great many proposals which have been made from time to 
time. We have had the best professional and technical advise avail- 
able to us, and we have had the benefit of information supplied to us, 
at our request, by the able technical staff of the Railroad Retirement 
Board. It is our considered judgment that the amendments proposed 
by S. 2930 are necessary at this time, and that they can and should 
be promptly enacted. 

As the distinguished chairman of this committee, Senator Smith, 
stated on the floor of the Senate on February 11, when he introduced 
S. 2930, the bill is jointly sponsored by all standard railroad labor 
organizations. A short summary of the changes which the bill pro- 
poses to make was included in the chairman’s statement to the Senate. 
I think it will be helpful if that summary is repeated here: 

First. Widows’ benefits at age 60: Under present law aged widows are not 
eligible for survivor benefits until age 65. The bill reduces the eligibility age 
to 60 

Second. Disability work clause: Under present law, a disability annuitant is 
deemed recovered if he earns more than $75 in each of 6 consecutive months, 
The bill provides for withholding the annuity in any month in which more than 
$100 is earned. This will remove hardships on the one hand, and eliminate 
abuses on the other. 

Third. Survivor’s benefits for disabled children and widowed mothers: Under 
present law, a widowed mother and her child cease getting survivor’s benefits 
when the child reaches age 18 even though the child may be completely disabled 
for any employment. The bill provides that if the child is permanently and 
totally disabled, the survivor’s benefits to the widowed mother and child will 
continue beyond age 18. 

Fourth. Maximum creditable and taxable compensation: Under present law, 
the maximum compensation that is taxable and creditable for both railroad 
retirement and unemployment insurance purposes is $300 per month. The bill 
increases this maximum to $350 both for tax purposes and for credit toward 
benefits under both the railroad retirement and unemployment insurance sys- 
tems. In connection with establishing the new benefit rates for crediting this 
additional compensation under the Unemployment Insurance Act, it is also pro- 
vided that the daily benefit rate shall not be less than one-half the last daily rate 
of pay at which he worked in railroad employment, but with a maximum of $38. 

Fifth. Crediting of compensation earned after age 65: Under present law, 
compensation earned after retirement age is used in computing the annuity even 


thouch through lower earnings in later years this operates to reduce the annuity. 
The bill provides for disregarding such compensation (though crediting the serv- 
ice) if using such compensation would reduce the annuity. 


Sixth. Receipt of both survivor annuity and retirement annuity: Under pres- 


ent law, a widow who has had railroad employment and is eligible for a retire- 
ment annuity in her own right and who would also be eligible for a survivor 
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annuity by reason of her husband’s employment has the latter offset against 
the former and cannot receive both; the bill provides for both to be paid. 

Seventh. Delegates to conventions: Under present law, service as a delegate 
to a labor-organization convention is covered employment. These conventions 
frequently include delegates from units outside the railroad industry or outside 
the country who have no other covered employment. The accumulation of these 
trifling credits is of no substantial value compared with the nuisance of record- 
ing it and collecting the taxes on it. The bill excludes such service from cover- 
age where the individual has no other covered employment. 

There are a few other minor changes which the bill proposes to 
make, but they are of trivial character, or administrative, which will 
be covered further on in my statement. 

The railroad retirement system is maintained on an actuarial level 
cost basis. As I said earlier the cost of improvements in the system 
is necessarily a matter which requires careful consideration and that 
consideration has been given by the representatives of the standard 
railway unions. Before making the recommendations contained in 
the bill before you we consulted the experts of the Railroad Retire- 
ment Board and the information supplied to us shows that enactment 
of the bill would not impair the financial security of the system—that 
is, the cost of the liberalizations proposed in the bill would be offset 
by the added income provided for in the bill. I shall explain this in 
more detail later. 

For some years railroad workers and their labor organizations have 
been considering the desirability of reducing the eligibility age of a 
widow of a railroad employee for survivor benefits from age 65, which 
is the requirement in the present law, to age 60. We have found that 
there was dire need in many families who had the misfortune of losing 
the breadwinner to prov ide the surviving widow with an income. The 
present law recognizes this need but withholds that income from the 
widow until she is age 65. The assumption apparently is that a widow 
before age 65 can secure employment to support herself. In our opin- 
ion, however, this is an unrealistic assumption. Our experience has 
been that few indeed are the widows who are fortunate enough to 
have employment until age 60. This is particularly true when a widow 
is about age 60 at the time of her husband’s death. A woman whose 
functions in life have been to take care of the employee’s home is 
hardly in a position to secure employment at age 50, let alone at age 60. 

If we were free to base our recommendation on need alone, we would 
recommend an even lower eligibility age. We cannot, however, do 
so because of the cost involved. We find now that we can meet the 
cost if we reduce the age to 60 and we are satisfied that the proposal 
has great merit. This ‘reduction in eligibility age will apply also to 
a dependent widower as well as a dependent parent who would be 
eligible to receive a widower’s or parent’s survivor annuity at age 60 

rather than at age 65, provided, of course, they are otherwise eligible. 

Another amendment which is designed to relieve hardships experi- 
enced by a number of survivors is that which proposes to pay to a dis- 
abled child a survivor annuity even though the child is past age 18. 
At the present time, an annuity to a child, whether or not capable of 
self support, ceases at age 18. This, in turn, results in a cessation 
of the annuity to the child’s mother. Our attention has been called 
to cases (fortunately not too many) in which a child incapable of 
self-support at age 18 because of disability, had its annuity, and that 
of its mother, terminated upon reaching that age. We do ‘not believe 
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that a dependent child of a deceased railroad worker should be so 
treated, particularly when the cost of the needed correction ex 
in this bill is rather negligible. We propose, therefore, to provide 
survivor’s annuity for a disabled child, regardless of age, provided 
the disability began before age 18. In suc h cases the child survivor's 
annuity would continue to be paid after age 18, or will begin after that 
age if the child is over 18 at the time of its father’s de ath. In either 
case the child’s mother, having such child in her care, would also be 
entitled to a mother’s annuity for as long as the child continues to be 
disabled. Upon recovery from disability by a child over 18, its 
annuity, and the annuity of its mother, will terminate at the same 
time. 

The remaining amendments proposed in the bill involve little or 
no added cost. One of these would change the provision in the pres- 
ent law which provides that a disability annuity ceases if the annuitant 
earns more than $75 in each of the 6 consecutive calendar months. 
This provision has proved to be very difficult to administer and the 
bill proposes to substitute for it a limitation applicable to each month 
on the amount of earnings that may be received without causing the 
annuity for that month to be withheld. Under this proposed cle ause, 
if a disabled annuitant is paid more than $100 in any month in em- 
ployment for hire or in self-employment, his annuity would not be 
paid for such month. The Railroad Retirement Board has estimated 
that the substitution of this work clause for the present provision 
would not add any cost to the system. I shall discuss this later in 
connection with my discussion of the cost of the other amendments 
propose d by the bill. 

One proposal in the bill will prevent the loss by an eligible widow 
of her survivor’s annuity when she is entitled to a retirement annuity 
in her own right based on her own employment in the railroad indus- 
try. Under the law now in effect, the widow’s survivor annuity is 
reduced by the amount of her own retirement annuity. The bill 
proposes to remedy the situation by striking out the limitation on the 
right to receive a survivor annuity in : addition to a retirement annuity 
by a widow, a dependent widower, or a dependent parent. 

There are two other amendments proposed in the bill which I would 
like to touch on in general terms at this time. One of these would 
change the method of computing the monthly compensation of a rail- 
road employee. As you know, the amount of an employee’s annuity 
is determined by maltsplying specified percentages of his average 
monthly compensation by his years of railroad service. Obviously, 
the higher his average monthly compensation the larger his annuity. 
Under the law now in effect, the average monthly compensation of an 
employee is determined by including his earnings after retirement 
e. Experience has shown that in some cases an employee’s earning 
pacity after retirement age is less than before that age. This was 
venhantael by Congress when the first Railroad Retirement Act was 
enacted in 1937. That act provided, in substance, that the e earnings 
after age 65 shall be included in computing the monthly compensa- 
tion only if such inclusion would not result in diminishing the 
annuity. 

This provision was later changed to exclude in all cases the earn- 
ings of the employee after the end of the calendar year in which he 
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attained age 65. In 1951, however, it was changed again, so that at 
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the present time all the earnings after age 65 are included in comput- 
ing the monthly compensation. In many cases this results in reduc- 
ing the average, which in turn reduces the amount of annuity. What 
the bill would do, therefore, would be to exclude, for purposes of com- 
puting the average monthly compensation, the months of service and 
compensation after the year in which age 65 is attained, but only if 
the result of the exclusion would be to increase the annuity. I should 
point out that the exclusion of the years of service for the purpose 
of computing the average monthly compensation would not deprive 
the employee of his right to count these years of service for the pur- 
pose of eligibility, or for the purpose of determining the amount of 
his annuity, subject, of course, to the limitation that no more than 
30 years may be included in the total years of service. 

Another amendment concerns delegates to national or international 
conventions of railway labor organizations. Briefly, the bill would 
exclude service as delegates from the benefit and taxing provisions 
of both the Railroad Retirement and Railroad Unemployment Insur- 
ance Acts, if such delegates’ service is their only creditable service 
under the acts. 

Thus far I have discussed only the amendments proposed for the 
Railroad Retirement Act. The next amendment I shall discuss affects 
the Railroad Retirement Act, the Railroad Retirement Tax Act, and 
the Railroad Unemployment Insurance Act. At the present time the 
maximum creditable compensation for benefit purposes under the 
Railroad Retirement Act, as well as under the Railroad Unemploy- 
ment Insurance Act, is $300 a month. An individual may earn $500 
or $600 a month, but he receives credit for only $300. Accordingly, 
under the provisions of the Railroad Retirement Tax Act, the same 
individual and his employer are taxed only up to $300 a month. Sim- 
ilarly, under the contribution provisions of the Railroad Unemploy- 
ment Insurance Act, the employer is taxed only on the first $300 of 
the employee’s earnings in any month. The proposal in the bill for 
the Railroad Retirement Act is to increase the maximum creditable 
compensation from the present $300 a month to $350 a month. Ac- 
cordingly, a similar amendment is proposed for the taxing provisions 
of the Railroad Retirement Tax Act. Under this amendment, the 
present tax rate, which would remain unchanged, would apply to as 
much as $350 a month, instead of $300 as at present. Because of the 
increase in wage rates since the $300 limit was fixed in 1937, the new 
limit would still result in covering a substantially smaller proportion 
of the total payroll than was originally covered. This provision is in 
consonance with the President’s recommendation to the Congress in 
his Economic Report that the annual maximum taxable and benefit 
wage base under the Federal old-age and survivors insurance system 
be raised from $3,600 to $4,200. See House Document 289, 83d Con- 
gress, page 100. 

I now wish to present the estimates we have secured as to the effect 
of the proposed changes on the financing of the railroad retirement 
system. From time to time, during the course of our study of the 
various proposals which were under consideration, we asked the 
research and actuarial experts of the Retirement Board for such 
estimates. Upon completion of the draft of the bill which is now 
known as S. 2930, we asked them for a statement which would fully 
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cover the financial effects of the oe of changes in the Rail- 
road Retirement Act as proposed by the bill. In furnishing this 
information to us. the Director of Research of the Boa stated that 
the estimates presented should not be considered to be final as he had 
not had time to make a thorough study. However, he expressed the 
opinion that no material changes will be made in such estimates as a 
result of a detailed study. We agree with his view about this. 

It should be noted that the Board’s research and actuarial staff has 
the necessary statistical and other basic material, and the professional 
competence to make reliable estimates. We know of no better sourcé 
of information. 

The Railroad Retirement Act provides that at intervals of 3 years 
an actuarial valuation be made of the status of the railroad retirement 
account. An actuarial advisory committee, composed of persons not 
connected with the Board, examines the actuarial reports and esti- 
mates made by the Board’s own experts. The last such report was 
for the fifth valuation and it was published in April 1953. This 
report showed the estimated level cost of the benefit provisions of the 
retirement system, as they now exist, to be 13.41 percent of the taxable 
payroll. A level cost system contemplates a stable tax rate sufficient to 
guarantee the payment of the benefit system indefinitely in the future. 

The current tax rate is 12.5 percent, 6.25 percent being paid by the 
employees and 6.25 percent being paid by the employers, in each case 
on not more than $300 of each month’s wages. The difference be- 
tween 13.41 and 12.5 is 0.91. This figure is the deficiency between the 
estimated level cost and the actual tax rate in effect. We do not con- 
sider this to be a dangerous deficiency. We have stated over a period 
of years, and the Congress has, I think, agreed on several occasions, 
that a difference one way or the other of 1 percent is no cause for 
alarm, although in accordance with the level cost system of financing 
the two figures, over an extended period of time, should be in balance. 

The estimates of the effect of all the changes proposed by S. 2930 
have the effect of reducing the estimated level cost figure of 13.41 to 
13.29 percent. Instead of an excess of 0.91 percent of the level cost 
estimate over the current tax rate, we will have only 0.79 percent. 

The sheet which follows is a reproduction of the estimates furnished 
us by the Director of Research of the Retirement Board. It gives the 
details of estimated income and costs resulting from enactment of 
S. 2930. 
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Annual cost and level rate required to support the Railroad Retirement Act as 
revised by proposed amendment 


[Assumes level annual payroll of $5,450 million on basis of $350 monthly compensation ceiling] 


Annual dollar 








Benefit provisio cost (ir Level cost 
thousands 
1. Railroad retirement benefit under present act $670, 500 12. 303 
2. Change limit on creditable earnings from $300 to $350 a month... 31, 000 569 
A. Retirement benefits 25, 000 459 
B. Survivor benefits (including residual lump sum) -.- 6, 000 110 
3. Reduce eligibility age for widows and parents from 65 to 60 23, 500 431 
4. Change in disability work clause provision to $100 per montt as accrued 1, 500) (—. 028) 
Survivor benefits continued to young widow and dependent disabled child 
past age 18 750 014 
6. Disregarding compensation after age 65 if use of such compensation would 
reduce annu | 
Elimination of reduction in survivor benefits on account of railroad retire- | 
ent benefit in own right 20 001 
8. Elimination of national delegate service where other railroad service is not | 
creditabk 10 
Net level rate J : 2 . ow 724, 330 13. 290 
¥ NOTE Under the present Railroad Retirewent Act benefits cost $670,50 (000 per vear and the estimated 
level tax rate is 13.41 percent Che proposed amendments would increase tt! ceiling on taxable aegadl 
fr $300 to $350 pe nonth This would add $450 m illion to the total taxable payroll and $56 million to 
the taxes under the existing schedule The change to the $350 ceiling would in itself add $31 million in bene- 
t shown in item 2. Deducting this from the $56 million additional taxes would leave a net revenue 
increase of = million 
Che overall effect of the entire amendment would be to increase the benefit costs to $724.3 million. This 
would be e qu ivalent to a 13.29 percent tax rate on the covered payroll based on a $350 per month ceiling. 
Chus, the present provisions and the proposed amendments including the new ceiling on taxable payroll 
und the a inges in benefits would cost 13.29 percent of payroll as compared with 13.41 percent, the cost of 





the present act based on the existing benefits and a $300 per month ceiling on taxable compensation. 

I think, Mr. Chairman, this exhibit is quite understandable, but it 
requires a little study, perhaps, to get the significance of the various 
figures. However, the note at the bottom of the page, I believe, ex- 
plains the figures which appear in the middle of the page, and is quite 
understandable. In substance it shows what I have already stated, 
that the figures of 13.41 percent will be reduced to 13.29 percent, if 
these changes are made. 

Senator GriswoLp. I understand, Mr. Lyon, the benefit payments 
today are $670,500,000. Is that correct? 

Mr. Lyon. Well, that is a projected figure, of course. In the cur- 
rent year they are not that much. 

Senator Griswo.p. The effect of this amendment would be to make 
them $724 million. 

Mr. Lyon. Yes; but that is a figure projected into the future, which 
has been made and estimated for all time. 

Senator GriswoLp. But the income will also be increased by this, 
because of the fact that the change would be made from $3,600 to 
$4.200. That would affect the income, also, would it not? 

Mr. Lyon. Yes. That would provide $56 million of additional 
revenue. That change would also provide higher benefits to people. 

Senator Griswotp. It is those higher benefits that run this up to 
the figure of $724,530,000. 

Mr. Lyon. Well, that is part of it; yes. Item 2 in the table shows 
an estimate that the higher benefits, cause by the change in the credit 
business to $350, would amount to $31 million a yar; and that is re- 
flected, then, in the level cost payroll of 0.569. 


50465—54——_-3 








30 AMEND RAILROAD RETIREMENT ACT 


Senator GriswoLtp. You also propose some change relative to the 

railroad unemployment system, do you not? 

Mr. Lyon. Yes, Mr. Chairman. I want to deal with that next. 

The Railroad Unemployment Insurance Act would also be amended 
by the bill to increase the creditable and taxable compensation under 
that act from the present maximum of $300 a month to $350. It has 
been the uniform policy of Congress from the beginning to use the 
same base of creditable and taxable earnings for the U nemployment 
Insurance Act as that specified in the Retirement Act. Not only does 
that policy have great advantages in simplifying administration, 
but logically there is no reason to have a different base for one than 
for the other. The crediting of the addional compesation is pro- 
vided for in the bill by amending the Unemployment Insurance Act 
by adding an additional bracket of earnings in a base year. That 
is, the bill would provide for a daily benefit rate of $8 if the earnings 
in the base year are $4,000 and over. The present mi iximum of $7. 50 
a day would apply to earnings in a base year of $3,500 to $3,999.99. 
In addition, this amendment would provide that if the daily benefit 
rate is less than 50 percent of the last daily wage rate in railroad em- 
ployment, the benefit rate would be increased to such 50 percent of 
the wage rate, but not to exceed $8. 

Our recommendation that the daily benefit rate be set at not less 
than 50 percent of the last daily wage rate in railroad employment, 
but not to exceed $8, is consistent with the recent recommendation 
regarding Federal-State unemployment insurance systems made by 
the President in his Economic Report transmitted to the Congress. 
See House Document 289, 83d Congress, pages 97 and 98. 

The current contr ibution rate paid by employers to the railroad un- 
employment insurance account is one-half percent and, as previously 
stated, on a maximum of $300 per month in wages paid to an employee. 
Section 8 of the Railroad Unemployment Insurance Act provides for 
what we call a sliding scale of contributions. As long as the balance 
to the credit of the unemployment insurance account is $450 million 
or more, the contribution rate of one-half percent is effective. Should 
that balance fall to less than $450 million the rate automatically in- 
creases to 1 percent for the next succeeding calendar year. Should 
that balance fall to less than $250 million, the contribution rate would 
automatically go to 3 percent, the rate which was in effect from the 
establishment of the system until 1948. There are intervening steps 
in the sliding scale, as outlined in section 8, which I have not men- 
tioned. 

S. 2930 does not propose to change the rate of contributions or the 
so-called sliding scale that I have described. The rate of contribution 
would apply, however, as previously stated, to a maximum of $350 of 
monthly compensation instead of to $300. The added cost to em- 
ployers, considered over an extended period of time, is modified by the 
fact that as they currently pay more, the length of time will be 
extended during which the low contribution rate of one-half percent 
willcontinue. In other words, increased contributions now will main- 
tain the balance in the fund at $450 million or more for a longer time. 

The proposed changes in benefits, in our opinion, will not increase 
costs to the unemploy. ment insurance account more than 12 percent. 
For the last fiscal year, payments were a little less than $100 million. 
Therefore, the more liberal benefits proposed will probably cost about 
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$12 million per year. The Retirement Board will doubtless present 
its estimates when making a report on the bill. ' 

We do not consider that the added costs should prevent adoption of 
the proposed changes. The railroad company employers have enjoyed 
a favorable contribution rate of one-half percent for more than 6 years, 
and there should be no valid objection to some additional costs in order 
to provide a more adequate benefit structure and to be consistent with 
the recommendations of the President. gs 

Thus far, Mr. Chairman, I have attempted to describe in general 
terms the several provisions of the bill. For the benefit of the record 
of this hearing, I now wish to deal with the bill in more detail, showing 
specifically what each section of the bill proposes to do. 

Mr. Chairman, the remainder of this prepared statement need not 
be read at this time. I would like to have it included in the record, 
however. This concludes the presentation that we want to make at 
this time. Should there be opposition to the proposed changes in 
S. 2930, we, of course, would like the opportunity of perhaps present- 
ing additional material, or rebuttal material, at the proper time. 

Senator Griswoitp. Thank you, Mr. Lyon. The remainder of your 
statement will be included in the record. We will have the committee 
staff study your statement, as well as the bill, and then there will be 
reports written on it; and I do not know whether the chairman of the 
full committee will want a special hearing, or when he may want a 
special hearing on 8. 2930. But I think you have presented the state- 
ment on the bill very nicely, and we may call on you later. 

(The remainder of Mr. Lyon’s statement is as follows:) 


SECTION 1 


At the present time delegates to railway labor organization conventions are 
covered by the Retirement Taxing and Unemployment Insurance Acts while 
attending the conventions. Many of these delegates, including those from Canada 
and those representing lodges or other units in outside industries, have no other 
service creditable under the Railroad Retirement Act. Delegate’s service occurs 
only once in several years and for not more than a month or so at a time. Con- 
sequently it is certain that the months of delegate’s service accumulated by any 
one person during his lifetime will be far less than the 120 months required for 
eligibility under the Railroad Retirement Act. It is almost equally certain that 
in the large majority of cases such delegate’s service will be insufficient to total 
the required quarters of coverage for eligibility under the Social Security Act. 

Under these circumstances, all the standard railway labor organizations are 
in agreement that delegates’ service should be excluded from the benefit and tax- 
ing provisions of the Railroad Retirement Act and the Railroad Retirement Tax 
Act and the Railroad Unemployment Insurance Act if the individual has no other 
covered service. For the Railroad Retirement Act this would be achieved by 
section 1 of the bill which amends section 1 (h) of that act by adding a sentence 
at the end thereof. 

This amendment is made effective no earlier than April 1, 1954; otherwise it 
would be necessary to make small refunds of taxes heretofore paid by such dele- 
gates. To provide for refunds for the earlier periods would not be practicable 
because the administrative cost to the Board and to the labor organizations 
would be considerably more than the refunds. On the other hand, the date of 
April 1, 1954, would be effective for the conventions which some of the railway 
labor organizations plan to have this year, some as early as May. 


SECTION 2 


The fourth sentence of the last paragraph of section 2 (a) of the Railroad 
Retirement Act provides for presumptive recovery from a disability. Under this 
provision, an individual is considered to have recovered from a disability if he 
earned more than $75 in service for hire, or in self-employment, in each of 6 eon- 
secutive calendar months. The purpose of this provision has been misunderstood, 
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and in some cases, I regret to say, has been abused. In some instances the dis- 
abled individual has made arrangements to earn at least as much, if not more, 
than he did before he retired on disability and managed to continue to receive 
the disability annuity. In any event, this provision has proved very difficult to 
administer, and the Board and all the standard railway labor organizations are 
in agreement that this provision should be stricken and a new provision in lieu 
thereof should be adopted. Therefore section 2 of the bill provides for striking 
the fourth sentence of the last paragraph of section 2 (a) which contains this 
provision 


SECTION 3 


The substitution for the provision stricken out by section 2 of this bill is pro- 
vided for by section 8 of the bill. This section would add a paragraph to the 
present section 2 (d) of the Railroad Retirement Act; and this new paragraph 
provides the substitution in the form of a so-called month-to-month work clause. 
Under this clause, if a disabled annuitant is paid more than $100 in any month 
in employment for hire, or in self-employment, his annuity would not be paid for 
such month. The following illustrates how this work clause would operate: 

If the disability annuitant receives more than $100 in a particular month, 
whether from employment for hire or from self-employment, he will be presumed 
to have earned that amount in only that one month unless there is evidence that 
definite or ascertainable parts of the total sum received represent earnings 
accrued in earlier months. If any such part for any such month is in excess of 
$100, the annuity would not be payable for such month either. On the other 
hand, if upon such breakdown of the total the specific parts accrued in earlier 
months result in no month having accrued in it more than $100, no reduction 
would be made for any month 

The provision, as to disability cases, for loss of an additional amount equal 
to the amount of the annuity for any month with respect to which no report was 
made to the Board as required, is patterned after a similar provision in the 
Social Security Act, and is intended to have the same effect. If the disability 
annuitant earned and was paid more than $100 in each month between April 
and October, inclusive, he will have received annuities for 7 months to which 
he was not entitled. Assuming the annuity was $100 a month, the Board 
would require him to repay the $700 overpayment either by deductions from 
later benefits, or otherwise, and in addition would make a deduction of a month’s 
annuity from any later annuities due him if he fails to report these earnings 
before accepting his annuity check dated July 1 (which would be for June, the 
second month following April), and even though he does not make a report of 
his earnings or work until December or at all. Limiting the penalty for failure 
to report to 1 month’s annuity would apply here only because this would be a 
first failure to report. If, however, this same person should return to work 
(in employment or self-employment paying in excess of $100 a month) for, say, 
the same 7 months of the next year, he will have again been overpaid $700 in 
annuities as he was the year before, and if he should again fail to report these 
earnings at all, the Board would not only have to recover the overpayment of 
annuities but would have to make a deduction from the annuities later due the 
employee in an amount equal to the total of annuities for the 7 months as to 
which he had failed to make a report. 

Individuals whose annuities have been terminated under the present law 
because of earnings in excess of $75 per month for 6 consecutive months, will 
have their annuities restored, if they are still actually disabled, effective on 
the first day of the first month after enactment of the bill, but subject thereafter 
to the new work clause. 





SECTIONS 4, 5, AND THE FIRST AMENDMENT MADE BY SECTION 6 


I stated earlier in my general statement the present maximum monthly com- 
pensation of $300 would be changed by the bill to $350 for all 3 acts. For the 
Railroad Retirement Act this change would be achieved by sections 4, 5, and 
by the first amendment made by section 6 of the bill. Under section 4 the 
percentages of the monthly compensation to be multiplied by the years of serv- 
ice would remain the same, but the maximum monthly compensation to be used 
would be $350 instead of $300 as at present. 


In order to conform to this change, section 5 of the bill makes an appropriate 
change in section 3 (b) (1) of the Railroad Retirement Act. 

Finally, the first amendment made by section 6 of the bill provides that in 
determining the average monthly compensation for the purpose of the Railroad 
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e 


Retirement Act, as provided in section 3 (c) of that act, the present maximum 
of $300 a month | 


uuld be used for any period before July 1, 1954, but that the 
new maximum of $350 should be used for all periods after June 30, 1954. 





rHE SECOND AMENDMENT MADE BY SECTION ¢ 


In addition to the amendment made to section 3 (c) of the act, a 





I stated a 
moment ago for the purpose of changing the maximum of creditable compen- 
sation, section 6 of the bill would add a sentence at the end of section 3 (c). 








At the press time, an individual’s average monthly compensation dete 
mined including his earnings after the year in which he attains age The 
second amendment made by section 6 of the bill provides for the exclusion of 





earnings and service acquired after the calendar year in which 





age 65 was at 
tained but only i uch exclusion would result in a larger average of monthly 
compensation. Service after the year in which age 65 is attained would still 
be included in the years of service used in computing the annuity but not in 


determining the average monthly compensation. 
SECTION 7 


As I indicated earlier in my general statement, the bill provides for the payment 
of survivor annuities to a widow, dependent widower, and dependent parent at 
age 60 rather than age 65, and provides also for the payment of a child’s annuity 
after age 18 if the child is disabled. At the present time, most survivor benefits 
are higher under the Social Security Act than under the Railroad Retirement Act. 
For this reason, the Railroad Retirement Act contains what we refer to as an 





overall social-security minimum Under this minimum any survivor annuity 
which is lower than a social-security benefit under the same circumstances is 
raised to the higher amount. The Social Security Act, however, has no provision 
for the payment of survivor annuities before age 65 or for the payment of a child’s 


annuity after age 18 
In order to provide a social-security minimum applicable to such cases, the 
amendn Li by section 7 of the bill provides that for the purpose of the 
ll ‘urity minimum the annuity of the chi after e 18 and the 
annuity to its mother shall be computed as though such child were still under 
age 18. And in order to permit the payment to a widow, dependent widower, or 
dependent parent of a survivor annuity at age 60 with the advantages of the 


overall social-security minimum, the amendment made by section 7 of the bill 





overall 





would have these annuities computed in the Same manner as though the bene- 
ficiary’s age were 65 





SECTION 8 


Section 5 (a) of the Railroad Retirement Act now provides for the payment of 
annuities to widows and widowers at age 65. Section 5 (d) of the act now pro- 
vides for the payment of annuities to dependent parents at age 65. And section 
5 (f) (2) of the act now provides for the payment of a residual lump sum to a 
widow, widower, and parent in certain cases upon their election before age 65 
to receive such lump sum in lieu of the survivor annuities they could re 


beginning at thatage. The amendment made by section 8 of the | 











ive 
ll would reduc e 
the eligibility age from 65 to 60 for widows, dependent widowers, and parents 
by amending for this purpose section 5 (a) and 5 (d) of the act. 





SECTION 9 


Section 9 of the bill amends the provisions relating to the payment of residual 
lump-sum death benefits to conform to the other amendments reducing the el 





survivor benefits and crediting compensation up to $350. 


SECTION 10 





The last sentence of section 5 (g) (2) of the Railroad Retirement Act contains 
a limitation upon the right of a widow, dependent widower, 





to receive a survivor annuity under the Railroad Retirement Act in addition to a 
retirement annuity under that act. Section 10 of the bill strikes out that sentence 


Upon its enactment, instead of reducit an 
the retirement annuity as is required by the present law, the individual would 
receive both without reduction. 
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SECTION 11 


Section 5 (i) of the Railroad Retirement Act requires school attendance by 
children over age 16 and under age 18 as a condition to receiving survivor 
benefits. We have never believed it sound to use a survivor benefit provision 
to police school attendance, but originally accepted this provision to parallel the 
Social Security Act. The corresponding provision has now been eliminated from 
the Social Security Act and hence the only reason for its inclusion in the retire- 
ment act has disappeared. Section 11 of the bill eliminates it. 


SECTION 12 


Section 5 (1) (1) (ii) of the Railroad Retirement Act provides the conditions 
under which an annuity may be paid to a child. One of these conditions is that 
the child must be less than 18 years of age. Section 12 of the bill would amend 
this section of the act to provide a survivor annuity to a child over age 18 if it 
is incapable of self-support because of a permanent disability. Under this 
provision a child under age 18 would receive the child’s benefit regardless of 
disability; that is, no proof of disability would be required before age 18, 
assuming, of course, that the child is otherwise entitled to the survivor annuity. 
After age 18, however, proof of disability would be required. As a condition of 
eligibilty for this disability annuity, the amendment would require the dis- 
ability to have begun before age 18, although the annuity itself could begin later. 
This disability annuity for the child would continue for as long as the Board 
finds that his disability continued. 


SECTIONS 201-204 


The change in the maximum compensation from $300 to $350 a month for the 
purposes of the Railroad Retirement Act is paralleled by the amendments made 
by sections 201, 202, 203, and 204 of the bill to sections 1500, 1501, 1510, and 
1520, respectively, of the Railroad Retirement Tax Act. 


SECTION 205 


Section 1532 of the Railroad Retirement Tax Act would be amended by section 
205 of the bill so as to exclude from taxation the compensation for service as a 
delegate to a national or international convention of a railway labor organization 
employer of any person who has no other creditable service. 


SECTION 301 


Section 301 of the bill would amend subsection (g) of section 1 of the Rail- 
road Unemployment Insurance Act with respect to delegates to national or 
international conventions of railway labor organizations in the same way that 
the retirement act and taxing act are amended by sections already discussed. 


SECTIONS 302, 305 AND 306 


The change in the maximum compensation from $300 to $350 a month made 
for the purposes of the Railroad Retirement Act and the Railroad Retirement 
Tax Act is paralleled by the changes made in sections 302, 305, and 306 amend- 
ing sections 1 (i), 8 (a), and 8 (b), respectively, of the Railroad Unemployment 
Insurance Act 

SECTION 303 


Section 303 of the bill is a technical amendment to the Railroad Unemploy- 
ment Insurance Act to correct an oversight in the amendments to that act 
made in 1952. 

SECTION 304 


Section 304 would amend the Railroad Unemployment Insurance Act to add 
an additional bracket of wages in a base year. This would provide for a daily 
benefit rate of $8 if the earnings in the base year are $4,000 or over. The 
present maximum of $7.50 a day would apply to earnings in a base year of 
$3,500 to $3,999.99. In addition, this amendment would provide that if the 
daily benefit rate is less than 50 percent of the daily wage rate of the employee 
in the last occupation in which he had employment for an employer before the 
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registration period as to which he claims benefits, the benefit rate would be 
increased to 50 percent of the wage rate, but not to exceed $8. This provision 
would be effective with the benefit year beginning on July 1, 1954. 


SECTIONS 401-407 


Sections 401 through 407 provide the effective dates of the various sections in 
the bill and need no further comment except that section 404 would provide for 
the reinstatement of disability annuities which have been terminated under the 
present law because of the annuitant’s having earned more than $75 a month in 
each of 6 consecutive calendar months if the individuals are in fact disabled. 
In order to prevent the applicability of the last person provision in section 2 
(d) to any employment by the person by whom the annuitant was employed 
before the annuity was reinstated, this section provides that for this purpose 
the annuity shall not be considered to have ceased. 

Section 405 would make the provisions of section 6 of the bill (to permit exclu- 
sion of service after age 65 where its inclusion would reduce the average monthly 
compensation) retroactive to November 1, 1951, but would provide that award 
of any increase because of the amendment would be made only upon application. 
The Board estimates that there are probably no more than a few thousand cases 
in which there would be any increase for benefit by this retroactive action and 
that the increase would not be over $1, on the average. To find these few thou- 
sand cases, however, as many as 100,000 cases would have to be reviewed if it were 
provided that the recomputation be made without application. It appeared more 
appropriate, therefore, to require an application in each case. 

Section 406 of the bill would make the provisions of section 10 of the bill 
(to permit a widow, widower, or parent to receive a survivor annuity without 
reduction) effective as to annuities accruing, and annuities awarded, on and 
after the first day of the first calendar month after the month of enactment. 

Senator Griswoitp. Thank you very much. 

Mr. Lyon. S. 2930 is jointly sponsored by these standard railroad 
labor organizations. It is the result of a careful study which these 
organizations conducted over a period of months to determine what 
improvements in the railroad retirement system and in the railroad 
unemployment insurance system should be recommended to the Con- 
gress for enactment in 1954. 

As we previously pointed out, railroad labor organizations maintain 
a constant study and review of the operations of these systems and 
we are always examining the possibility and feasibility of improving 
the benefits to railroad workers and their families. 

But we cannot be only concerned with the adequacy of the benefits. 
We must place the greatest importance on financial soundness and per- 
manence. We have always pointed out that prudent financing and 
lasting security are factors which must be given the most careful con- 
sideration. 

A series of conferences was held between October 1953 and February 
1954 by the principal executive officers and the legislative representa- 
tives of these standard railroad labor organizations. They carefully 
examined a very large number of proposals which had been made from 
time to time for changes in the retirement system. We had the best 
professional and technical advice available to us and we had the bene- 
fit of information and cost estimates supplied to us by the technical 
staff of the Railroad Retirement Board. 

It was our considered judgment that the amendments proposed by 
S. 2930 are necessary at this time; that they are feasible from the 
standpoint of adequate financing, and that they should be promptly 
enacted. 

Our railroad retirement system is maintained on an actuarial level 
cost. basis. 
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As I have said. before making the recommendations which are em- 


bodied in S. 29350, we gave caretu | consideration to estimated costs of 
the various recommendations. We consulted the experts on the staff 
of the Railroad Retirement Board and the information supphed to 


us shows that enactment of the bill will not impair the financial secur- 
ity of the system. The added costs of the liberalizations proposed In 
the bill will be offset by the added income provided for in the bili. 

I would like to give a brief summary of the changes which the bill 
prop ton ake. 


1. Under the present law aged widows are not eligible for survivor 
benefits ntil we 65, 


The b A reduces the eligibility age to 60. The same change would 
apply to depel dent widowers ( wr de pende nt paren ts other wise eligible. 

Le I nade r the present law, a W idowed 1 nother and her child Cease 
getting survivor’s benefits when the child reaches the age of 18, even 
though the child may oe ly disabled for any employment. 

The bill provides that if hee hild is permane ntly and tote illy dis- 
abled. the survivor’s ails to the widowed mother and child will 
continue beyond age LS. 

3. Under the present law, a widow who has had railroad employ- 
ment and is eligible for a retirement annuity in her own right and 
who would also be eligible for a survivor annuity by reason of her 
husband’s employment has the latter offset against the former and 
cannot receive both. The bill provides for both to be paid. 

t. Under the present law, the maximum compensation that is tax- 
able and creditable for both railroad retirement and unemployment 
insurance purposes is $300 per month. 


Ihe bill increases this maximum to $350 both for tax purposes and 
for credit toward benefits. indir iduals “ } an average monthly com- 
pensatiol in excess of $300 would obtain | iigher benefits than are ob- 
tainable under present lav 

A person with 30 years of service and an average monthly compen- 
of $350 would obtain an increase in his monthly annuity of 
) over the maximum amount that is payable under present law. 
Survivor benefits would also be increased in those cases where the de- 

d employee has had an average monthly compensation in excess 


of $300. 

5. Under the present law, compensation earned after retirement age 
is used in computing the annuity even though through lower earnings 
in later years this « perates to reduce the ar nuity. 

The bill provides for disregarding such compensation—though cred- 
iting the service—if using such compensation would reduce the an- 
nuity. 

6. Under the present law, a disability annuitant who earns more 
than $75 in each of 6 consecutive months is deemed no longer disabled 
at thee I id of the 6-month period. 


el ill eliminates this test and provides instead for the nonpay- 
ment of the annuity to a disability annuitant with respect to any month 
in which he is paid more than $100 in earnings from employment or 


c 


“17 


self-employment. This will remove hardships on the one hand and 
eliminate abuse on the other. 

7. Under the present law, the service of delegates to national or 
international conventions of railway labor organizations is covered 
employment under the act. 
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These conventions frequently include delegates from units outside 
the railroad industry, or outside the country who have no other cov- 
ered employment. The accumulation of these trifling credits is of 
little, if any, value, particularly when compared with the nuisance 
of recording them and collecting the taxes on them. 

The bill excludes such service from coverage where the individual 
has no other previous covered employment. 

8. The bill would strike out the present requirement that the child 
of a deceased employee under 18 and over 16 must attend school regu- 
larly, if feasible, in order to be eligible for a survivor's benefit. 

This provision was placed in the law originally because a similar 
provision was contained in the Social Security Act. This provision 
has long since been stricken from the Social Security Act and it should 
be removed from the Railroad Retirement Act. 

9. The bill proposes to establish a new unemployment insurance 
daily benefit rate of $8 for persons having had base year compensation 
of $4,000 or more, and it further provides that if the daily benefit 
rate payable to an employee is less than 50 percent of his daily rate 
of compensation for his last railway employment, such daily benefit 
rate will be increased to that amount, but not to exceed $8. 

The House committee, in reporting the bill, changed this proposal 
in a manner jointly recommended by the Chairman and the labor 
member of the Railroad Retirement Board, and as described in detail 
on pages 6 and 7 of the House committee report. 

The railroad labor organizations favor this modification of the in- 
troduced bill, and we urge adoption of the proposal as reported by 
the House committee. We will describe this proposal later on in this 
presentation. 

It should be noted that the bill as reported by the House committee 
also provides that a person entitled to an annuity or pension under 
the Railroad Retirement Act may waive, in whole or in part, such 
annuity or pension which would otherwise be due. This is covered by 
paragraph 9 on page 5 of the House report. The railroad labor organ- 
izations have no objection to this change. 

The report of the House Committee on Interstate and Foreign 
Commerce on H. R. 7840—the compansion bill to S. 2980—contains 
concise and accurate explanations of the various proposals which I 
have attempted to summarize—House Report 1899 of June 21, 1954. 

I would like to incorporate in this statement that section of the 
House committee report which is headed “Retirement Act Benefits,” 
beginning on page 10 and ending about the middle of page 14. 

Senator Gotpwater. Without objection, you may read that portion 
in the record at this point. 

Mr. Lyon. I assume, Mr. Chairman, that that report is before the 
members of the committee. While we have not copied this section in 
the mimeographed statement, I do wish to read from it, if I may, be- 
ginning at the top of page 10, “Retirement Act benefits: Benefits to 
widows, widowers, and dependent parents at age 60”—this is quoting 
from the House committee report. 


BENEFITS TO WIDOWS, WIDOWERS, AND DEPENDENT PARENTS AT AGE 60 


In the consideration of the many bills and suggestions for amend- 
ing the Railroad Retirement Act, the committee was particularly im- 
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pressed with the desirability of reducing from 65 to 60 the age at which 
a widow of a railroad worker, without an eligible child, may qualify 
for survivor benefits. 

The committee was advised that there is dire need in the case of many 
widows who had the misfortune of losing their husbands, with conse- 
quent loss of income to them. Experience has shown that few widows 
are fortunate enough to have employment at age 60. This is especially 
true when a widow is about age 60 at the time of her husband’s death. 
A woman whose chief function in life has been to take care of her 
family and home is hardly in a position to secure employment after she 
is 50 years of age, and her opportunities are fewer still at age 60. The 
same conditions essentially exist with respect to dependent widowers 
and parents. Mr. Lyon, representing the railway labor organizations, 
stated that if such organizations were free to base their recommenda- 
tions on need alone, they would have recommended an even lower 
eligibility age, but the costs involved made such a recommendation 
impossible at this time. 

The reported bill provides for a reduction in the eligibility age for 
a widow without an eligible child, dependent widower, and dependent 
parent, who would be eligibile to receive a survivor’s annuity at age 
60, rather than at age 65. 

The estimated cost of this provision is $23,500,000 a year, or 0.432 
percent of payroll on a level cost basis. The bill provides for the ade- 
quate financing of this proposal. 


BENEFITS TO WIDOWED MOTHERS AND DISABLED CHILDREN 


Another provision of the bill is designed to relieve the hardships 
experienced by a number of surviving children over age 18 who are 
not capable of self-support, and their mothers. At the present time, 
an annuity to a child ceases at age 18 whether or not he is capable of 
self-support. This, in turn, results in a cessation of the annuity to 
the child’s mother, and causes great hardship for the widowed mother 
and child. 

Section 12 of the reported bill provides that a survivor’s annuity 
shall be paid to a disabled child, regardless of age, provided his physi- 
cal or mental condition is such that he is unable to engage in any 
regular employment and provided further that such disability began 
before age 18. 

Under the bill, the widowed mother, having such child in her care, 
would also be entitled to a widow’s annuity so long as the child is 
disabled and if she is otherwise qualified. Upon recovery from dis- 
ability after age 18, the child’s annuity and the annuity of his mother 
would terminate at the same time. 

The estimated cost of this provision is $750,000 a year or 0.014 per- 
cent of payroll on a level cost basis. The bill provides for the adequate 
financing of this proposal. 


DISABILITY WORK CLAUSE 


Section 2 of the reported bill would eliminate the provision in the 
present law which provides that a disability annuity ceases if the 
annuitant earns more than $75 in each of 6 consecutive months. 

This provision has proved to be very difficult to administer. The 
bill proposes to substitute for it a limitation applicable to each month 
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on the amount of earnings that may be received without causing the 
annuity for that month to be lost. Under this proposed clause, if a 
disabled annuitant is paid more than $100 in any month in employ- 
ment for hire or in self-employment, his annuity would not be paid 
for such month. The Railroad Retirement Board has estimated that 
the substitution of this work clause for the present provision would 
result in a net saving to the retirement account of $1,500,000 a year. 


INCREASE IN CREDITABLE AND TAXABLE COMPENSATION BASE FOR 
RETIREMENT PURPOSES 


The bill proposes to amend the Railroad Retirement Act and the 
Railroad Retirement Tax Act by increasing, for benefit and taxing 
purposes, the maximum compensation from the present $300 to $350 
a month. 

Increasing the creditable compensation base from $300 to $350 
would provide, of itself, higher retirement benefits and survivor bene- 
fits in the future for the almost two-thirds of the active railroad 
workers who now earn in excess of $300 a month, since their annuities 
would be based on a higher average monthly compensation. In the 
future an increasing number of employees and their families will 
benefit from this increase in the taxable base. 

Since about 36 percent of all present employees do not earn more 
than $300 a month, the increase in the tax base would not affect 
them, because the existing tax rates have not been changed. ‘The 
remaining two-thirds would pay the employee tax beginning July 1, 
1954, on the increase from $300 to $350 per month in the taxable base. 
The total taxable payroll would be increased by about 9 percent or 
$450 million a year, and retirement-tax collections by about $56 mil- 
lion a year. This amendment would of itself result in increased 
benefits which would cost approximately $31 million a year—$25 
million under the retirement and $6 million under the survivor pro- 
visions. 

The $31 million increase in retirement and survivor benefits result- 
ing from the proposed increase in the creditable base, plus the addi- 
tional cost for other Retirement Act amendments included in the bill, 
including the savings from the change in the disability work clause, 
would total approximately $54 million. The $56 million additional 
revenue would more than pay for all the increased benefits provided. 

When the $300 limit on the creditable and taxable compensation base 
was established in 1937, 98 percent of the number of railroad em- 
ployees were earning no more than $300 a month. Also, 98 percent of 
the total railroad payroll was creditable and taxable under the $300 
limitation in effect without change during the past 18 years. Since 
1937, wage rates have more than doubled. The average annual earn- 
ings per railroad employee in 1937 was $1,780; in 1953, it was $4,400. 
As a result, at the present time, only 36 percent of the employees are 
earning $300 a month or less, and only 80 percent of the payroll is 
creditable and taxable under the $300 hmitation now in the law. 

Even with the proposed increase in the creditable and taxable com- 
pensation to $350 a month, only 88 percent of the payroll would be tax- 
able compared with 98 percent 18 yearsago. In other words, the pro- 
posed increase in compensation to $350 would still apply to a smaller 
percentage of the total payroll than was the case in 1937, 
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The $300 per month ceiling on creditable and taxable compensation 
for railroad retirement purposes has been recognized as out of date by 
many railroad companies for a number of years, as evidenced by the 
fact that they have established supplemental plans covering their offi- 
cials and — Jloyees who regularly earn salaries higher than that 
amount. As long as 5 years ago the Railroad Retirement Board had 
knowledge 3 53 such supplementary plans and made a study of them. 
There are undoubtedly a considerable number that have since been 
established. 

The employee who pays the tax on the additional monthly com- 
pensation in excess of $300 but not in excess of $350, as proposed in the 
bill, would be adequately compensated by the increased benefits re- 
sulting from crediting the additional compensation. He would re- 
celve $3 for each Ss] in taxes he paid by reason of this provision in the 
bill. 

The effect of increasing the creditable and taxable base to $350 on 
employees’ annuities is illustrated by the following table. 

(The table referred to is as follows:) 


» Inere se in 
ears of service 1 : 
Yea , monthly annuity 


Increase in 
aggregate 


Increase in benefits 
A verag ynthly compensati aggregate for life 
before increase in bass : taxes to date | expectancy 
B _ . “ey Per Per of retirement | of 1214 years 
ciel Pincnadle month year after retire- 
! ment 

0... 0 30 $20. 70 $248. 40 $1, 126. 80 $3, 105.00 
$200 } 
$250 . 5 25 17. 25 207.00 939. 00 2, 587. 50 
$300 
$200 } 
$250 0 7 13. 80 165. 60 751. 20 2,070.00 
$300 
$200_. } 
$250 > 15 15 10. 35 124. 20 563. 40 1, 552. 50 
$300 | 
$200 } 
$250 . ) ) 6.90 82. & 375. 60 1, 035.00 
$300 | 
$200 } 
$250 2 } 41.40 187. 80 17. 50 
$300 


That table, Mr. Chairman and gentlemen, illustrates what has been 
said previously, that considering the life expectancy of a person who 
retires at age 65 and the other factors, it means that the railroad em- 
ployee who pays the additional contribution to the retirement account 
will get back $3 for every dollar he pays in. I am speaking, of course, 
to those who earn more than $300 a month and get credit for it, as 
well as paying the tax on it. 

Moreover, as already indicated, the increase in creditable monthly 
compensation from $300 to $350 would also operate to increase survivor 
benefits. 

The additional revenue, to be collected from the carriers under the 
proposed amendment to increase the tax base, would amount to $28 
million a year on a level-cost basis. However, a very substantial per- 
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centage of this amount will be offset by an automatic adjustment in 
the Federal income tax payable by the carriers. Assuming that the 
Federal income-tax rate on corporations will not change greatly from 
the present rate, the additional $28 million, which it is estimated they 
would have to pay under the proposed amendment, would be offset to 
the extent of approximately 50 percent by reductions in their corpo- 
rate income-tax payments. Furthermore, an additional amount would 
be saved by reductions in their supplemental pension plans. 

It is also important to note that the proposed increase in the com- 
yensation base to $350 a month would be in conformity with the 
Brssident’s recommendation for an increase in the creditable and tax- 
able wage base from $3,600 to $4,200 a year under the old-age and 
survivors insurance program. The House of Representatives, on 
June 1, 1954, did adopt the President’s recommendation in this respect 
when it passed H. R. 9366, a bill to amend the Social Security Act and 
the Internal Revenue Code, et cetera. 


OTHER RETIREMENT ACT CHANGES IN THE BILL 


The other amendments to the Railroad Retirement Act provided for 
in the bill, namely, disregarding compensation after age 65, if such 
compensation would reduce an individual’s annuity, the elimination of 
the reduction in a survivor's benefit if the individual is also entitled to 
a railroad-retirement benefit in his own right, the elimination of na- 
tional delegate service, providing benefits to children who do not at- 
tend school, and the waiver of retirement benefits for individuals who 
desire to qualify for a veteran’s non-service-connected disability pen- 
sion are of relatively minor importance. The combined cost of these 
items would be $80,000 a year, or 0.001 percent of payroll on a level- 
cost basis. 

Cost of benefits provided under the Railroad Retirement Act as it 
would be amended by this bill. 

The cost of benefits payable under the Railroad Retirement Act 
as it would be amended by the reported bill is shown in a table which 
L won't undertake to read, Mr. Chairman, but I should point out that 
the various changes are listed and numbered 1 through 8. 

In the columns is shown on a level-cost basis the dollar cost and then 
the percentage of payroll cost. 

It should be noted that these figures, both the dollar cost and the 
percentage of payroll level cost, are estimates made by the experts of 
the Railroad Retirement Board, taking into account all the future, 
not current, but as far as can be estimated as though this system was 
going to last forever, and the very foundation of our whole financing 
is on a level-cost basis. 

That is the way all these figures are calculated and estimated. 

Senator Gotpwater. Without objection we will insert that table into 
the record at this point. 
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TABLE 2.—Annual cost and level rate required to support the Railroad Retirement 
ict as revised by proposed amendment (assumes level annual payroll of 
$5,450 million on basis of $350 monthly compensation ceiling) 


Annual dollar 
Benefit provision cost (in Level cost 
thousands) 


Railroad retirement benefit under present act $670, 500 12. 303 





\ 
2. Change limit on creditable earnings from $300 to $350 a month. _-. 31,000 | 569 
A. Retirement benefits 25, 000 . 459 
B. Survivor benefits (including residual lump sum 6, 000 -110 
3. Reduce eligibility age for widows and parents from 65 to 60 23, 500 - 432 
4. Changs lisa ility work clause provision to $100 per month (as 
ued -1, 500) (—.028) 
fits continued to young widow and dependent disabled 
we 18 750 .014 
r compensation after age 65 if use of such compensation 
ice annuity 50 
7 f reduction in survivor benefits on account of railroad 
enefit in own right 20 -001 
8. Elimination of national delegate service where other railroad service is 
not creditable 10 
Net level rate : 724, 330 13. 290 


Source: Hearings before the Committee on Interstate and Foreign Commerce, House of Representatives, 
83d Cong., 2d sess. on H. R. 7840, p. 29. 

Mr. Lyon. The above table shows that under the present Railroad 
Retirement Act, benefits cost $670.5 million per year. The estimated 
level tax rate required to support these benefits is 12.3 percent, assum- 
ing a level annual payroll of $5,450 million, based on a $350 monthly 

ceiling as proposed in the bill. (The estimated level tax rate required 
to support these benefits under cee nt law, assuming a level annual 
payroll of $5 billion, based on a $300 monthly ceiling, is 13.41 percent 
of payroll.) This table, however, does not include the additional cost 
of benefits provided for in Public Law 398, approved June 16, : 054, 
which was estimated at an earlier hearing to be $7.5 million a year, or 
0.15 percent of payroll, on a level-cost basis. 

The amendments proposed by H. R. 7840 would increase the ceiling 
on taxable payroll from $300 to $ 350 per month, thereby adding $450 
million to the total taxable payroll, $56 million to the taxes under the 
existing schedule of tax rates and $54 million to the benefit costs. 

The overall effect of the amendments to the Railroad Retirement 
Act proposed by this bill, including the effect of Public Law 398 of 
the 838d Congress, would be to increase the benefit costs to approxi- 
mately $732 million a year on a level-cost basis. This is equivalent 
to a tax rate of 13.4 percent of covered payroll based on a maximum 
taxable compensation of $350 per month. 

Mr. Lyon. That is the end of the quotation from the House commit- 
tee report. 

Mr. Chairman, I should point out in connection with these cost 
figures that under the existing laws 12.5 percent of the taxable payroll 
is paid into the railroad retirement account, one-half of it by the em- 
ployees and the other half by the railway companies. 

You will note that the estimates as to the cost should this bill be 
enacted, and taking into account the effects of Public Law 398, which 
repealed the restrictions on dual benefits, would amount to 15.4 percent 
of the covered payroll. 

In other words, there is apparent deficiency of 0.9 percent. 
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Now, we do not regard that as a dangerous deficiency. We have 
told the Congress repeatedly and subsequent events have borne out our 
predictions that if we kept this account within 1 percent of the esti- 
mated cost, the income within 1 percent of the estimated cost, that we 
were in a safe condition. 

We took that position before this committee when Senator Ives was 
chairman of the subcommittee in 1948, and when Congress enacted a 
20-percent increase in retirement benefits. 

Within a short time our predictions were proven to be true and the 
figures became more nearly in balance and there was nothing to worry 
about. 

We believe as a result of the enactment of this bill, while there will 
be a slight deficiency apparent between the present income and the 
estimated costs, there will be no serious financial effects and we will 
keep our system on a sound basis as we want it to be. 

Now, resuming, Mr. Chairman, on my mimeographed statement at 
page 6, railroad unemployment insurance : 

Under the present law, a railway employee is qualified for unem- 
ployment or sickness benefits in a benefit year if he has been paid com- 
pensation totaling not less than $300 in a base year. 

A benefit year extends from July 1 to the following June 30. A base 
year is the calendar year preceding the beginning of the benefit year. 
The daily benefit rate is determined by the employee’s base-year com- 
pensation in accordance with the following schedule. 

(The schedule referred to follows :) 


Daily 
Base year compensation : benefit rate 
ia $3.00 
I PR a stake erin sap tc citation shea clin aimee 3.50 
See sa SR cece ac gape ites pele e nite tan ae 
SA Se OO ae elk ik en dk ccd cients ea 4.50 
a Ns I sata hase ect clined ica lie Ned tbh gc dciecslesaaeapihadtieatian sesieet tan 
I A a aad 5.50 
$2,000 to $2,499.99_______-__-- Ba ee aa ee ee ne OO oe 
00 eis ee ioe cee eet oo a ee anes een . 6.50 
Sader Gp Getic tia art eee eee eck cei ecnsanccdesen« 7.00 
C5000 O08 ONG R ic eccsctnen sn neeien eeneecceee ean de see 7.50 


Mr. Lyon. The schedule set forth is the schedule of the present law 
with a different daily benefit rate for each bracketed base-year com- 
pensation. 

The bill as introduced makes no changes in the base-year compen- 
sation and daily benefit-rate brackets in the above schedule, except in 
the last line. In place of the $7.50 daily benefit rate applicable to earn- 
ings of $3,500 and over, the bill, as introduced, provides for a daily 
benefit rate of $7.50 applicable to earnings of $3,500 to $3,999.99, and 
a daily benefit rate of $8 to earnings of $4,000 and over. 

The bill, as introduced, also provides that if the daily benefit rate 
determined by the schedule is less than 50 percent of an employee daily 
rate of compensation for his last railway employment preceding his 
period of unemployment, the daily benefit rate would be increased to 
such 50 percent, but not to exceed $8. 

When the House committee held hearings on the bill in March of 
this year, it developed that while the majority of the Railroad Retire- 
ment Board—the Chairman and the labor member—were in agree- 
ment that unemployment insurance benefits should be increased and 
that they should approximate 50 percent of average weekly wages, 
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they did not agree on the particular 50 percent proviso that I have 
described and as contained in the bill. 

The Chairman pointed out that this method of achieving the desired 
result would be administratively difficult and costly and he proposed 
an alternative method. 

The Bureau of the Budget also presented some criticism of this 50 
percent proviso, pointing out that a so-called casual worker could 
qualify for benefits by earnings of as little as $300 in the base year 
and that it would be possible for such a worker to collect a larger sum 
in benefits in a benefit year than he had earned in the base year. 

Later, in April, the majority of the Board prepared and presented 
to the House committee the revised proposal which the House com- 
mitte has adopted and which is recommended in its report. This pro- 
posal takes into account the criticisms which I have mentioned and 
substantially corrects them. 

The $300 minimum qualifying amount of base-year compensation 
is raised to $400. 

The 50 percent proviso is changed to apply to the last day of employ- 
ment in the employee’s base year instead of to the last employment 
prior to the period of une mployme nt, thus eliminating the adminis- 
trative difficulties and administrative expense which had previously 
been cited. 

A new provision is added to the effect that the total amount of bene- 
fits which may be paid to an employee in a benefit year cannot exceed 
his total qualifying earnings in the base year, thus eliminating the 
cited criticism of the Bureau of the Budget. 

The proposal made by the majority of the Retirement Board also 
changes the schedule of base-year compensation and daily benefit rates 
as follows: 

(The table referred to follows :) 


Daily 
Base-year compensation: benefit rate 
UN ne ee ee $3. 50 


$500 to $749.99 4 Sie ee RR Ge ele bk le 4. 00 
RU I a ca cic eh esieniieea ccmasiaicese sisi Gee ae 4.50 
I 0 a sacs gitieiiulet abies it * Sa a 
ON i Be nents Sa 
$1.600 to $1,999.99 carta ni dssedb ide daadi tks hale ee te Liszt nielae as taandtieaed de aes | ae 
er i i a tReet) 6. 50 
S2.n00 to $2000.90... .. a ee an a ata he eee 
AC A ee atl tipalilb tical aici ea RE a 7. 50 


$3,500 to $3,999.99__________ 8. 00 
$4,000 and over_ sca atio au Geleieopeced ta viranciec pala steep aed evte a aban eratenea: 8. 50 

Mr. Lyon. I should per ating aps point out that the changes in that sched- 
ule are these: 

It begins at $400 instead of $300, and it provides daily benefit rate 
for the first bracketed base-year compensation of $350 instead of $300 
and then in steps of 50 cents in the daily benefit rates but adding the 
rate of 50 cents for the employee with base-year compensation of $4,000 
and over. 

In the opinion of the standard railroad labor organizations, this 
substitute proposal for the provisions of section 304 of the introduced 
bill, as presented by a majority of the Retirement Board and reported 
by the House committee is an acceptable compromise and we ask that 
it be adopted and enacted. 

The section of the House committee report headed “Unemployment 
Insurance Benefits,” beginning at page 14, is, in our opinion, a good 
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summary of the facts which warrant favorable consideration of the 
pending proposals and we would like to include that section as a part 
of this statement. We have not copied this material into this mimeo- 
graphed statement, but I would like to read from it. 

The bill proposes to amend the Railroad Unemployment Insurance 
Act so as to increase the maximum monthly compensation for both 
benefit and employer contribution purposes from the present $300 
a month to $350 a month. 

The increase in the contribution base to $350 a month would increase 
the taxable payroll by approximately 9 percent. At the current con- 
tribution rate for unemployment insurance of 0.5 percent, the effect of 
increasing the tax base would be to add approximately $214 million a 
year to the contributions paid by the railroads. This additional pay- 
ment will continue for several years and will increase in amount as 
the contribution rate increases in the future. The carrier member 
of the Railroad Retirement Board has estimated that over the long 
run the additional cost to the carriers will average $26 million a year. 

It has been the uniform policy of the Congress, since the establish- 
ment of the Railroad Unemployment Insurance Act, to use the same 
base-year earnings for benefit and contribution purposes under this 
law as under the Railroad Retirement Act. This policy has great 
advantage in simplifying the administration of the two acts. There is 
no logical reason why there should be a different base for one act than 
for the other. 

The provision in the reported bill that the daily benefit rate shall 
be not less than half of the employee’s last daily wage rate payable to 
him in the last position he held in the base year, with a maximum of 
$8.50 per day, is consistent with the recent recommendation regarding 
the Federal-State unemployment insurance systems made by the 
President in his economic report to the Congress, dated January 28, 
1954, wherein he urged that such unemployment insurance systems be 
improved and expanded and that the effectiveness of the wnemploy- 
ment insurance program be strengthened. The President suggested 
that the States raise the dollar maximums payable under their unem- 
ployment insurance systems “so that the payments to the great major- 
ity of the beneficiaries may equal at least half their regular earnings.” 

At the present time railroad unemployment and sickness benefits 
are approximately 40 percent of the average railroad weekly wages. 
Your committee believes that these benefits should be closer to 50 per- 
cent of the average weekly wages, as provided for in the bill. This 
would make the benefits payable under the railroad unemployment 
insurance system conform more nearly to the recommendations made 
by the President for the improvement of State unemployment-insur- 
ance systems. 

The benefit program under the Railroad Unemployment Insurance 
Act is financed by contributions made by the employers alone, and the 
contributions are made with respect to each employee’s monthly com- 
pensation not in excess of $300. This $300 limit was fixed in 1937. 
Since then, average railroad wages have more than doubled. Hence, 
even under the increase in the contribution base to $350 a month. as 
proposed in the bil, a smaller percentage of the total wages paid in the 
railroad industry will be subject to unemployment insurance contri- 
butions than was the case in 1937. 

50465—54——4 
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I think I may interpolate there, Mr. Chairman, that the House com- 
mittee has made an error there. I think the Railroad Insurance Act 
was not enacted in 1937, but in 1939, 

With that correction, I think the statement is quite accurate. 

To continue with the House committee report : 

The contribution rate with respect to each employee’s monthly com- 

yensation is based on a sliding scale. The rate varies according to the 

sania in the railroad unemployment insurance account as shown in 
the following schedule—and this schedule, Mr. Chairman, is quoted 
from the law. 

As you will note, it provides for a graduated contribution rate de- 
pending upon the amount of funds there are in the railroad unemploy- 
ment insurance account. The rate of contribution at the present time 
is one-half of 1 percent because the amount in this account is sub- 
stantially in excess of $450 million. 

Senator Gotpwarer. Without objection, we will print that table 
in the record at this point. 

(The table referred to follows :) 

The rate with re- 
spect to compen- 
sation paid dur- 


If the balance to the credit of the railroad unemployment insurance ing the next suc- 
account as of the close of business on Sept. 30 of any year, as ceeding calendar 


determined by the Board, is: year shall be: 
$450,000,000 or more______. ed oa sh cs 
$400,000,000 or more but less than $450,000,000__________ 1 percent. 
$350,000,000 or more but less than $400,000,000___.______ 1% percent. 
$500,000,000 or more but less than $350,000,000_...______ 2 percent. 


$250,000,000 or more but less than $300,000,000_ 


nammncae oye percent. 
Less than $250,000,000__-__ 


eae ie ee aE eee 

Mr. Lyon. The minimum contribution rate is 0.5 percent of com- 
pensation; the maximum is 3 percent of compensation. The reported 
bill makes no change in the above schedule. 

Since January 1, 1948, when the above schedule became effective, the 
carriers have contributed at the minimum rate of 0.5 percent each year 
because the balance in the unemployment insurance account has ex- 
ceeded $450 million in each year. Prior to 1948, the contribution rate 
paid by the railroads was 3 percent of payroll, exclusive of amounts 
paid to any employee in excess of $300 a month. 

The annual contributions made by the railroads under the Railroad 
Unemployment Insurance Act since 1945 have been as follows—and 
the table there, Mr. Chairman, simply shows the amount contributed in 
each fiscal year. 

Senator GotpwarerR. Without objection that table will be printed 
in the record at this point. 

(The table referred to is as follows :) 


Contributions 
Fiscal year: 


a a a eS fe ee $129, 058, 585 
I a a a ee a 141, 770, 293 
1947-48_____ mile liieateite eclipse thestks nes oehdeaas ics iacins ica asenecninietin das edbacuaiacabetiedes 145, 124, 181 
i a a er a a aaah ain 87, 010 
I ccistiedh eA a ckcchacttpliltieias Stiinta De adie is decanted decade de vil saciebihablbiatisl lan stile 16, 180, 861 
1950-51_____ ee a ee le ae 24, 411, 957 
ON ca ee 25, 689, 321 
RA ikhe he ot task here Se ee 25, 056, 674 


Source: Railroad Retirement Board Annual Report for the Fiscal Year Ended June 30, 
1953, table A—2, p. 87. 
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Mr. Lyon. During the 5-year period from July 1, 1948, to June 30, 
1953, the total contributions made by the carriers amounted to $91,425,- 
823, or only 63 percent of the contributions made for the single fiscal 
year July 1, 1947, to June 30, 1948. 

The committee was advised by the Railroad Retirement Board that 
the balance in the unemployment insurance account, plus the current 
income to the account, will be sufficient to pay all unemployment and 
sickness benefits provided for under present law and still maintain the 
contribution rate of 0.5 percent up to January 1, 1958, or January 1, 
1959, when it would become necessary to increase the contribution rate 
to 1 percent. The committee was further advised by the Board that 
the amendments to the Railroad Unemployment Insurance Act pro- 
posed by the bill would cause the contribution rate to increase to 1 per- 
cent in January 1957 and possibly not before January 1958. 

In contrast with the railroad contribution rate of 0.5 percent which 
has been paid since January 1, 1948, employers covered under State 
unemployment insurance laws now pay an average rate of approxi- 
mately 1.5 percent to the States and 0.3 percent to the Federal Govern- 
ment. Rates for emplovers under State laws, including the 0.3-per- 
cent Federal tax, are compared with rates payable under the Railroad 
Unemployment Insurance Act since 1948, 1n the following tabulation. 

That tabulation is quite simple and understandable. I would like 
that included, Mr. Chairman. 

Senator Gotpwarer. Without objection that table will be printed 
in the record at this point. 

( The table referred to is as follows :) 


Contribution rate 


State laws, 


Year average | RUIA 
| | 
1948 1. 54 | 0.5 
1949. _ 1.61 | .5 
1950 1.80 | 5 
1951... 1, 88 | 5 
1952. 1.75 5 
\ 





Source: Report of the Railroad Retirement Board to the Committee on Interstate and Foreign Commerce 
on H. R. 7840, Mar. 5, 1954. 

Mr. Lyon. Your committee believes that the amendments to the 
Railroad Unemployment Insurance Act proposed in the reported bill 
are consistent with the President’s recommendations for improving 
the Federal-State unemployment insurance systems, are equitable and 
just, and should be adopted. 

Your committee urges the prompt passage of the reported bill. 

That is the end of the quotation I wish to read from the House com- 
mittee report. 

Mr. Chairman and gentlemen of the committee, we believe that the 
findings and conclusions of the House committee show beyond any 
reasonable question that the provisions of the bill, as reported by that 
committee, constitute a moderate and feasible program. That pro- 
gram is financially sound. 

It will provide needed improvements as to both railroad retirement 
and railroad unemployment insurance systems—improvements which 
we think the railroad workers of this country deserve to have. 
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All of the national and international railroad labor organizations 
for whom I have the privilege of speaking join in asking that you 
romptly and favorably consider the bill, which has been rec -ommended 
y the House committee, in order that it may be considered by the 
Senate before adjournment of the Congress. 

Thank you. 

Senator Gotpwarrr. Senator Upton, do you have any questions? 

Senator Urron. You propose, as I understand, that unemployment 
compensation should be paid to strikers. Is that one of the provisions 
of this bill? 

Mr. Lyon. I did not understand you, sit 

Senator Urron. You propose, as I understand, that unemployment 
compensation shall be paid to strikers. Is that one of the prov isions of 
the bill? 

Mr. Lyon. There isa provision in the present law that under certain 
conditions that men on a legal strike can qualify and secure unemploy- 
ment benefits. That has been there from the beginning of the Railroad 
Unemployment Insurance Act, Senator. 

If I may, I might relate to one of the theories we have had about 
that. 

The Railroad Labor Act under which we must conduct our manage- 
ment labor relations places many restrictions and a rather long and 
detailed procedure before a strike in the railroad industry can occur 
or does occur. 

I think it was our theory, and I think the Congress agreed with us 
when that law was originally enacted, that if a strike did occur after 
all those procedures had been followed and so on, that the men should 
be treated as unemployed after proper waiting periods. There is no 
proposal in this bill that would change that provision. 

Senator Upron. Now, you have proposed that in the case of a dis- 
abled child, a dependent, that compensation shall be extended beyond 
the age of 18. 

Mr. Lyon. Yes, sir. 

Senator Urron. For how long? 

Mr. Lyon. Well, as long as that child is an invalid or is so crippled 
that they can’t contribute to their self-support and is in the care of the 
railroadman’s widow. 

There are only a few such cases that have come to our attention. 
There are a few where a railroadman dies and he leaves a widow and 
a crippled child. 

We propose that instead of cutting off their survivor’s income as 
soon as the child becomes eighteen, that those small survivors benefits 
be continued because the need is there as much after the child becomes 
1S as before. 

The cost there is very small and we think it is an equitable thing 
to do. 

Senator Upron. Your bill also apparently makes provision for 
inclusion in sickness benefits of confinement, maternity cases. 

Mr. Lyon. There is no change in the present law in that respect. 

Senator Urron. There is no change in the present law ? 

Mr. Lyon. No, sir; there is a provision in the present law and has 
been from the beginning for the administrative handling of so-called 
maternity benefits. We recognize that a woman going through a pe- 
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one of maternity is sick. Instead of having the administrative dif- 
ficulties of determining how much benefit and how it should be meas- 
ured, and so on, there is a special provision made there for taking 
care of that situation. 

Senator Upron. Both aspects you_have been discussing will go 
beyond the provisions of the existing State laws, that is, your require- 
ments go further than the State laws? 

Mr. Lyon. Most of the State laws do not pay unemployment bene- 
fits when an employee is unemployed because of sickness. There are 
a few that do. 

If I may, I would like to point out that in the railroad industry we 
do not have sick benefits in our collective bargaining argeements as 
exist in most industries. By far the greatest majority of railroad 
employees, if they lose 1 day because of sickness, get no pay for it. 

The only thing they get to compensate them for rec ea 
due to sickness is the small benefits they get if they qualify after 
waiting period under the unemployment insurance law. 

Senator Upron. Do these changes as proposed in the bill affect 
the costs of the railroads ? 

Mr. Lyon. Yes, under unemployment insurance, you mean, sir? 

Senator Upron. In any respect as the bill is drawn ¢ 

Mr. Lyon. By changing the taxable base from $300 a month to 
$350 a month, both the employees and the railroads will pay more. 
The estimated cost to the railroads under that provision as to rail- 
road retirement is $28 million on a long-term level cost basis. 

The employees will pay the same amount, but as I have pointed out 
in my statement a very substantial amount of that cost to the railroads 
will be offset by other considerations. 

Senator Urron. What do you estimate to be the added cost to the 
railroads ? 

Mr. Lyon. The Retirement Board on a long-term basis says $28 
million. Part of that they will get back by adjustments in their in- 
come taxes, as I have pointed out, and an additional part of the 
remainder will be aie by the changes they will certainly make 
in these supplemental plans, many of which where they are paying a 
contribution on the full salaries of all employees and officers who make 
more than $300 a month. 

I can’t give you the figure they will save there. Perhaps they can 
if they wish to. 

Their cost as to the changes, the proposed changes in unemploy- 
ment insurance, will be about $214 million a year currently. The fig- 
ures I am using, I should add, are the estimates. The figures of the 
experts of the Railroad Retirement Board. They are the best figures 
we have and I think they are accepted by all concerned. 

Senator Urron. I think that is all. 

Senator Gotpwarer. Senator Cooper, do you have any questions? 

Senator Coopvrer. I did not hear all of your testimony, but I have 
read your statement. 

If this bill should be enacted, what will be its annual cost? 

Mr. Lyon. The table on page 13 of the House committee report is 
the estimated cost made by the experts of the Railroad Retirement 
Board. 

Now, that table, you should bear in mind, is based upon what we 
call a level-cost system. It is not current cost, but the estimated costs 
over the indefinite period in the future. 
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Now, what that table really shows is that if we increase the taxable 
basis to $350 a month 

Senator Coorrr. I want to start at the beginning. What would be 
your level cost if this bill should be enacted ? 

Mr. Lyon. It would be 13.29 percent of the taxable payroll. 

Senator Coorrr. You have figures there estimating that it would 
cost annually how much ¢ 

Mr. Lyon. That would amount to $724 million annually on the 
same basis, long-term level cost. 

Senator Coorrer. You have estimated that as how much more over 
the present level? $56 million? 

Mr. Lyon. Yes. We would collect $56 million, Senator, addition- 
ally, to what we are now. We would pay out $54 million of that in 
added benefits. 

Senator Cooper. What saving, or additional revenues do you esti- 
mate if this bill should be enacted ? 

Mr. Lyon. The change in the taxable and creditable base will pro- 
vide $56 million additional income in the railroad retirement account. 

Senator Coorrer. You have estimated that as $56 million ? 

Mr. Lyon. Yes, sir. 

Senator Coorer. Where does the $31 million additional revenue 
occur ¢ 

Mr. Lyon. The change in the creditable base will produce addi- 
tional payments and benefits of $31 million; $25 million of that in re- 
tirement benefits, and $6 million in survivor benefits, that is to the 
employees who are credited for more than $300 a month in earnings 
and who make the additional contributions. 

Senator Coorer. Do you estimate that the revenues that would ac- 
crue if this bill should be enacted will equal the oe cost? 

Mr. Lyon. They will exceed it, sir. We will have the fund in better 
condition than it is now. However, when we take into account the 
slight additional costs that are involved in the repeal of the dual-bene- 
fit restrictions which occurred recently, it will leave it just about as it 
is now. 

In other words, there will be a difference of about 0.9 percent be- 
tween the income and the estimated expenditure. 

Senator Cooper. Your statement is that if this bill should be en- 
acted that it would better the actuarial condition of the fund; is that 
correct ¢ 

Mr. Lyon. Yes, sir. 

Senator Cooper. I have been reading the ot be the Bureau of 
the Budget. In its report there is some criticism, or, at least, a ques- 
tion raised about the provision which would ines the method of 
computing unemployment benefits from an annual wage base to a last 
daily rate of pay. 

The question is raised that this would favor too greatly the casual 
employee of the railroad industry. Examples are given where a casual 
employee could receive as large a sum as a steady long-time employee. 

I am sure you commented on that, but would you care to comment 
on that criticism ? 

Mr. Lyon. I have not seen the report of the Bureau of the Budget 
to this committee currently. The only one I am familiar with is the 
report that the Bureau of the Budget submitted to the House commit- 
tee, which is appended in the back of the House committee report. 
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Senator Cooper. I am sure it raised the same question. 

Mr. Lyon. I believe that the provisions that the House committee 
has reported substantially correct that criticism. If they have repeated 
it in respect to the bill reported by the House, I am somewhat surprised 
because I believe it does substantially correct the criticism they pre- 
viously made. We specifically provide in the bill as reported by the 
House committee that in no case, isolated or otherwise, can an employee 
draw larger benefits in a benefit year than he earned in the base year. 

That is one of the criticisms they made before. 

We also referred to the $300 amount that was the minimum qualify- 
ing amount. That has been increased to $400. 

Senator Cooper. What is the minimum qualifying amount under 
this bill? 

Mr. Lyon. Under the bill as reported by the House committee it is 
$400. 

Under the bill as introduced, it was $300, without changing the 
existing law. 

Senator Coorrr. Do you have ary view, yourself, or any comment 
as to whether this bill does favor too ‘greatly a casual e mployee ? 

In the payment of unemployment benefits as against a long-time 
steady employee of the railroad. 

Mr. Lyon. No, I do not think it unduly favors the casual employees. 
It is the younger employee in the railroad industry without sufficient 
seniority to have regular employment that needs this protection. 

If we have a worker who through intermittent employment and 
failure of the railway companies to stabilize their employment con- 
ditions, can only get part-time employment, he is the man that needs 
protection. 

Senator Cooper. Suppose a man works for the railroad and he makes 
$400 under the House bill, that is all he makes in 1954, what would he 
secure in the way of unemployment benefits if this bill should be 
enacted? What would be the m: iximum he could receive ? 

Mr. Lyon. If he bee: ame enon in the benefit year later he could 
draw a daily benefit rate of $3.50. 

Of course, there are waiting periods and other restrictions. He 
could draw that daily benefit rate for a maximum of 5 days a week. 

If he was continually unemployed and they didn’t find employment 
for him and so on, he could draw it for a maximum of 26 weeks in a 
benefit year. 

But we have the provision, as I called to your attention before, that 
the House committee has reported that in no case can he draw more 
than $400 in a benefit year 

So there is that restriction on what he could draw, Senator Cooper, 
regardless of the mathematics of it. 

Senator Cooper. I made a quick calculation. It would appear, then, 
if that is the case, under the formal law, without the restriction, he 
could draw $475. 

Mr. Lyon. That is probably correct. I have not checked the figures. 
There are very few people who ever draw the maximum amount, of 
course. 

Senator Coorrr. I notice it is stated in here that the change in the 
earnings provision would result in saving. As I understand it now, if 
a man should work 6 consecutive months at $75 a month, he loses his 
right ; is that correct ? 
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Mr. Lyon. As toa disabled annuitant; yes. 

Senator Coorrr. Under that change you take it month by month? 

Mr. Lion. Yes, sir. 

Senator (COOPER. And if he mi ade more tl ian SLOO in any month he 
just loses for that month; is that correct ? 

Mr. Lyon. That is correct. 

What is occurring, unfortunately, now, is that some persons apply 
for and get a disability annuity and then the y are able to secure em- 
ployment at almost any wage. They arrange with their employer to 
draw it for 5 months and the sixth month the *y will get down to $75. 
They are abusing this privilege. 

By correcting that abuse we will make some savings. 

On the other hand, by increasing the $75 to $100, we will be more 
liberal with the man who deserves it. 

Senator Cooper. I like that provision. It seems to me that also pro- 
vides encouragement for an employee to try to find some better work 
and make more than his annuity. 

Now, this provision which would continue the payments or annu- 
ities to the child who is disabled after the age of 18, I think you said 
it had the effect of continuing the annuity to the mother if she is also 
qualified. r 

Mr. Lyon. Yes, sir. 

Senator Cooper. I notice the report of the Bureau of the Budget 
also questions the amendment which would permit a widow who, her- 
self, was an employee or had been an employee, to receive both her 
annuity and the survivor’s payment, or payment as survivor of her 
spouse ; is that a new provision ? 

Mr. Lyon. Yes. You see, under the present law we have a certain 
percentage of railroad workers who are women. They work in the 
offices and other places, of course. We have a few cases where a woman 
railroad employee is married to a man railroad employee. They 
believe if they pay the contributions that the other employees do to 
the retirement account and acquire a retirement annuity in their own 
right and then the husband dies, that they ought to be treated as other 
widows are treated. There are not many of them. The cost is quite 
small and our unions agree that we ought to correct that situation 
which these people feel is an injustice to them. 

I did not know that the Bureau of the Budget had found fault with 
that I assumed generally that what the House committee has said on 
page 16 of its report is about right; 

The Bureau of the Budget, except for one prov ision relating to the reduction of 
the eligible age for widows, favors enactment of the bill. 

This is about by interpretation of the report I have seen. If they 
have made a new report, I am not familiar with it. 

Senator Coorer. What is the provision in the old-age and survivor’s 
insurance law with report to this situation ? 

Mr. Lyon. You mean as to the widow, the comparable situation ? 

Senator Cooper. Yes. 

Mr. Lyon. They would not have that kind of situation, I do not be- 
lieve. 

Senator Cooper. They could have it, could they not? 

Mr. Lyon. The whole basis there, however, the whole theory of the 
social security system is somewhat different than ours. The whole 
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thing is the social need. That is the basis of it. Ours is more of an in- 
surance arrangement, you get what you pay for. 

Senator Coorrer. There it is based at least in part on the social need. 

Mr. Lyon. Yes. 

I don’t believe under the social security system that this kind of 
change we propose wo uld be in effect. 

In other words, our present system is com} parable to the social 
curity system in er at respect, if there isa comparison to be made 

In other words, I am quite sure the social security system does make 
the offset. They a get the larger of the two as we now pay, but not 
both. 

Senator Coorer. In reading the testimony, or glancing at it, of Mr. 
Squire before the House committee, he makes several] object ions and he 
speaks of payment of une mployment benefits to strikers, payment of 
maternity benefits, payment of benefits to one who has been suspended 


or discharged for misconduct. All of those rights are not law now, are 


they ? 

Mr. Lyon. Yes. sir. Those have been considered by the Congress re 
peatedly ever since this system was enacted. Congress has never see! 
fit to change it. I do not think they should change it. 

Senator Coorrr. That is all. 

Senator Upron. Is it your position that these benefits should be con 
tinued ? 

Mr. Lyon. Yes, sir. 

Senator Upron. They have been in the nature of fringe benefits ? 

Mr. Lyon. No. I think the things mentioned are very immaterial as 
to the total cost of the system, almost negligible. 

Senator GotpwaTer. Senator Murray wanted me to ask these ques 
tions in the event that he did not get back, and he has not. So I will 
ask these for him and for the record. 

thro nein itely what number of railroad employees are in the or- 

fanizations you are authorized to re present here tod: Vy ¢ 

Mr. Lyon. If he means the actively employed railroad workers, 
J wdak | say 98 percent. The membe ship of these organizations is 
considerably in excess of the active railroad employment because 
many railroad workers keep their membership in the unions and are 
not active ‘Ly en iploye ad. 

Senator Gotpwater. That answers his second question; also, the 
first one. 

Senator Murray would like to know, if the employees do not ap- 
prove of the action that you are taking, they have democratic methods 
of changing their representation ? 

Mr. Lon. They certainly do. These railroad labor organizations 
are democratic organizations. If we were not speaking the viewpoint 
of our members, we would not be here very long. 

Senator Gotpwatrr. Senator Murray would make this statement: 
I think we can take it that the views you have ciuemed 'tod: ay repre- 
sent not only the expert opinion on railroad retirement by the officers 
of these unions but also reflect the views of the membership of the 
unions you represent. 

Mr. Lyon. Yes, sir. These railroad organizations are not only 
democratic institutions, but they are old institutions. We have got 
thousands and thousands of local units throughout this country, prob- 
ably in every county in every State of this country. 
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Senator GoLtpwaTeR. Senator Murray is here now and he can con- 
tinue with his own questioning. 

Senator Murray. I thank you, Senator, for asking the questions I 
intended to ask. I have nothing further. 

Senator Gotpwarter. The time is getting on. I know there are 
many other questions we could probably put to you, but we will have 
an opportunity to ask them of others who appear on behalf of this 
bill. 

On behalf of the committee I want to thank you for appearing here 
and giving us this testimony on the legislation. 

The next witness this morning is Mr. Thomas Stack, who is presi- 
dent of the National Railroad Pension Forum, Inc. 


STATEMENT OF THOMAS STACK, PRESIDENT, NATIONAL RAILROAD 
PENSION FORUM, INC. 


Mr. Srackx. Thank you. 

Mr. Chairman, my name is Thomas Stack. I live at 1104 West 
104th Place, Chicago, Ill. I am president of the National Railroad 
Pension Forum, Inc., an organization chartered under the laws of the 
State of Illinois as a nonprofit educational group. Forum member- 
ship comprises union and nonunion employees of railroad, express, 
and sleeping car companies subject to the provisions of the Railroad 
Retirement Act. The National Railroad Pension Forum is the largest 
pension association in the country with members on 321 railroads, 
the Railway Express Agency, the Pullman Co. and affiliated bureaus. 

I speak for the taxpaying employees who support the railroad- 
retirement system and for those who are beneficiaries of that system. 
Every member of the Nationa] Railroad Pension Forum is a volun- 
tary subscriber and has joined our organization for the sole purpose 
of having his very own wishes made known to the members of both 
Houses of Congress. 

Although foreum headquarters are in Chicago, we have some 1,400 
active workers in the various general office buildings, major shops, 
division points, rail terminals, and yards throughout the Nation, who 
keep us informed as to the needs of the employees. I feel that our or- 
ganization comes into closer personal contact with the rank and file 
rail workers concerning his railroad-retirement problems than any 
other organization that pleads for the railroader before this commit- 
tee. I believe that 90 percent of our membership comprises men and 
women who are members, also, of the standard railroad brotherhoods. 

All forum officers are veteran railroaders with backgrounds of long 
railroad employment. I had behind me 38 years of railroad service 
before I was drafted to fill the position I now hold in 1947. At that 
time changes were made in the Railroad Retirement Law, by an act 
of Congress, that were deemed detrimental to the interest of railroad 
workers. These changes deprived the employees of their residual 
lump-sum benefits, that was a part of the original act, and increased 
the tax rate almost double what it had been in the original act. 

Responding to the violent storm of protest that arose from duped 
railroaders all over the land, who believed that they were being 
cheated by their own American Government, the National Railroad 
Pension Forum, Inc., was born so that the indignation of the exploited 
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railroad workers could be made known to Congress. This residual 
lump-sum benefit has since been restored. saree 

Witnesses appearing before this committee in behalf of legislation 
favored by the RLEA have testified that they speak for a great ma- 
jority of rail workers. Thousands of men and women employed on 
the railroads have written to me, pleading with me to call to the at- 
tention of your committee the urgent need of liberalizing the Rail- 
road Retirement Act in different ways than those proposed by the 
RLEA. From these numerous complaints I feel sure that no indi- 
vidual member of the brotherhoods is ever permitted to have a voice 
in the kind of legislation that is proposed by the so-called Pension 
Committee to meet his desires or to comply with his wishes. 

That the average railroad worker is articulate with regard to the 
sort of pension plan he wants, the large number of letters that he has 
written to Representatives in Congress, brotherhood chiefs, and to 
the National Railroad Pension Forum will attest. These letters are 
always a protest against the introduction of the “side-issue” sort of 
benefits proposed by the RLEA and a plea, often in vigorous language, 
for the enactment into law of the kind of real benefit for the worker 
who actually pays the freight that the grassroot railroaders actually 
want. 

I rise today in opposition to S. 2930, which, to say the least, is an 
hallucination of the top brass and their satellites in the labor move- 
ment. Few railroad employees know about this bill or what it pro- 
proposes to do. We have been swamped with correspondence on the 
subject. The majority of the rail employees do not want fringe bene- 
fits enacted. They feel that they support the system and should write 
their own ticket on benefits which should reflect on those taxpaying 
employees as the first obligation. 

This bill does little for the taxpaying employees, other than increase 
his taxable base to $350 per month and will only increase his present 
annuity by 69 cents per month while over a period of 30 years after 
enactment would increase his rail annuity $20.70. 

I might bring to the attention of this committee that after the year 
1967 when the Retirement Act has been in existence 30 years, rail 
employees will receive credit for their years in service over and above 
the’ 30-year pediod, and hence those who work after that date will 
receive automatic increases. We need relief now, not 30 years hence, 
und S. 2930 certainly does not provide any immediate benefits for the 
taxpaying employee. 

I might further state that under the House of Representatives 
Report 1899, page 11, on companion bill H. R. 7840, it is indicated 
that 36 percent of rail employees are not earning compensation in 
excess of $300 per month, and would receive no additional benefits 
under this bill. The burden of financial support would reflect on the 
workers of so-called four transportation brotherhood employees, who 
would have no guaranty against further increasing the tax base to 
meet the ever increasing socialistic trend of the times. The majority 
of employees in the higher-paid brackets are now connected with the 
Transportation Operating Brotherhoods. 

This bill does nothing at all for the retired worker, whose plight 
is tragic in his high economy, with additional expenses including 
medical care that eats up most of their present pension. While it 
may be said that they paid little into the Railroad Retirement Act, it 
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must be remembered that thev in many cases put in more years of 


service in this lifeline industry than the majority who retire today. 
For the record, I would refer you to the Study Report on Railroad 
Retirement which was the subject of concurrent Resolution 51 of the 
82d Congress, part 2, page 26 and page 27, which shows interesting 
statitsies on the cost of living in the various cities of the country. 
Take Ch cago, the rail hub of the Nation. It costs a ret ired man 
wit his wife SL.SIS per annum order to live in this economy. In 


the June 1954 Mor thly Review of the Railroad Retirement Board it 
show on pave 118 that the average annuity on the railroads for April 
1954 was $103.31. 1 hic l is far helow the prese nt living standards. In 
his stat » of the | niol message to the Nation e: ar ly th is year, our food 
President said that an unemployed man should receive at least half 
his daily rate of pay; vet our retired people who are literally in the 
same category must subsist on not more than 25 percent of their earn- 
ing power before retirement. 

The restriction carried in S. 2930 on disability annuitants is most 
vicious: 32 percent of those on ae Siac ‘fits have lost a member 
of their body, either an eye, an leg. It is certainly against the 
law of God and man to depr ive a se in this condition of a livelihood. 
We should encoul wo emp loyment for this class of peop le and try to 
locate them as the Government is doing today for our war casualty 
heroes. We should not eliminate them from the field of labor, so that 
there would be a shortage of jobs: or, as one of our rail labor leaders 
said this vear before this b dy, eliminate this ee help from the 
labor market so they could demand their pound of flesh. 

There may be abuses practiced by some in this caeaiiee: but we 
should not destroy the whole barrel just because it contained one apple 
with a little spot. It is hard today to qualify for a disability annuity 
under our Retirement Act. Many times railroad company physicians 
vill not allow the e1 nployee to return to work and still he is unable to 
secure a disabilit y pension. My experience along this line would indi- 
cate that you almost have to be a strete as case in order to qualify for a 
disability annuity under our Railroad Retirement Act. I would plead 
with you ger ntlemen to give this feature your due consideration and be 
sure to evaluate the human an gle before arriving at your decision. 

The tax prov ision on the unemployment provision of our act is borne 
entire s by the railroads and we, being an employee group, have di- 
vorced this section of the act from our proposals many years ago and 
the costs and benefits are something that should be determined under 
the collective bargain! ing provision of the Labor Act. Inasmuch as 
the emplovees do not pay any part of the cost, we would prefer not 
to comment on this fe ature. 

What is urgently needed is a retirement law framed to meet the 
very real hazards of the railroad industry and to provide adequate 
security for the rail workers whe n their working days are over. Sev- 
eral important oe 3s are needed . whi ch I hope to cover fully in this 
brief and, if necessary, to sup port same with concrete cases showing 


the immediate need of those cl anges so import: int in the lives « f our 
workers. I know that eae Congress is sympathetic to our cause and 
will weight our needs carefully and treat us justly. 


ly 
S. 1911, asking for optional retirement at age 60 for those who have 
completed 30 years of service or after 36 years of service subsequent to 
the age of 21 years, is the bill universally desired by the Nation’s rail 
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workers. With this restriction the age of those who seek retirement 
after 55 years of service will have to be more than 56 years of age to 
be able to retire under this provision. There is an urgent need for the 
enactment of this feature because of the hardships brought to thous- 
ands of faithful railroad workers by the widespread use of diesel 
power on the railroads and by the introduction of other forms of 
streamlining which reduces human employment that is replaced by 
machinery. 

Many of these today are walking the streets—out of work after a 
lifetime of service to an industry that needs them no longer, too old 
to find other employment and yet not old enough to obtain a pension. 
Many of these good citizens are face to face with disaster. A large 
portion of those in this category were formerly employed in round- 
houses and in shops where the changeover from steam to diesel power 
abolished entire departments. This sad condition is nationwide. Many 
of those former railroad employees today are destitute, having used 
ap their unemployment insurance, cashed their Defense bonds, mort- 

gaged their homes, and exhausted there life savings. Many, indeed, 
8 actually lost their homes entirely, homes that it had t iken them 
a lifetime to pay for. 

Furthermore, there are employees in switching yards and in road 
train service—many of them in their late fifties—who, under the 
abnormal] conditions of their work, are old men, just hanging on but 
so crippled by rheumatism, deformed hands, and limbs caused by 
exposure to extreme weather and hazardous work for many years, who 
should be permitted to retire after 35 years of such service as an act 
of merey. The retirement law in its present form holds very little 


for this class of railroader who, very likely, will never live to attain 
the benefits. 





The second most important improvement we recommend for our 
Retirement Act is an increase in annuities so that retired railroad em- 
ployees may receive an income adequately more in relation to the 
economy of the country as it is today. The meager pensions that re- 
tired railroaders receive today can buy less than half of what such a 
sum could when the retirement law was created in the 1930’s. Many 
of those on pension today are forced to accept subsidies from charit: able 
organizations to help maintain them at a time when their pension dol- 
lar buys so little. 

One of the contributing factors for this sad condition can be found 
in the present method of calculating rail annuities when the years 

924-31 are used to determine average monthly credits for those who 
had prior service. ‘Today this involves all those who will seek their 
retirement before 1967. We ask for a change so that this method will 
be revised to reflect a minimum pension based on the 5 highest years 
of service, not necessarily consecutive. It isto be understood, of course, 
this is in no case to be less than what these annuitants would receive 
under the present basis. 

This provision is included to protect those who did receive relatively 
good earnings during the 1924-31 period. Actually, we believe that 
the earnings made by railroad workers during the 1924-31 period has 
no economic relation to present-day cost of living. If the 5 highest 
years’ earnings were substituted, it would materi: ully help a great many 
beneficiaries of the Railroad Retirement Act. But even this would 
not provide enough to allow these poor people to live in the present 
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inflated economy ; so we propose, also, that all annuities be increased to 
equal 15 percent of the present pension. 

In the passage of Public Law 234 of the 82d Congress, we were 
given to understand that benefits under railroad retirement would be 
brought up to the standards of the Social Security Act, inasmuch as 
railroad employees paid then four times more in taxes to support their 
system than did those working for industry covered by the Social Se- 
curity Act. Inthis respect I would refer you to pages 2 34-235 of Joint 
Committee Report on Railroad Retirement Legislation which was 
created by Senate Concurrent Resolutions 51 and 56, report 6, part 1, 
made a part of the record of the 83d Congress, Ist session. This com- 
mittee conducted the most elaborate study ever made on railroad-re- 
tirement legislation, and this report shows we are very much below 
the social-security standards in many categories. I quote below some 
statistics from this report : 


Railroad re- | Social se- Railroad re- | Social se 
urity tirement curity 
MAXIMUM MINIMUM 

Retirement és $165. 00 $85. 00 Retirement $2. 50 25. 00 
Spouse benefits 40. 00 42. 00 Aged widows 5. 00 18. 80 
Aged widows £3. 80 63.80 || Spouse benefits 2. 5) 12. 50 
Children and mothers 63. 80 63. 80 Widow mother 5. 00 18, 80 
Parents 60. 00 63.80 || Children i 5.00 | 18. 80 
Parents.... 5.00 18. 80 


I will submit for the record at this point the cost estimate on the 
various provisions of S. 1911, which has been furnished by the Chair- 
man of the Railroad Retirement Board, May 6, 1954: 


Million 

Retirement at age 60 with 30 years of service_____________________ cei, ee 
Retirement with 35 years service regardless of age_._-__.__________ atime 20 
Estimate test period 1924-31 and substitute 5 highest years____- spacceatax ciate ee 
15 percent increase in rail pension across the board_- -_-_-________ ‘ae 95 
Pensions based on 50 percent of the 5 highest years___.__.______________ 25 
Total aerials i ssi se ti cel la Sc a a $227 


All of the minimum yrs of Soaial Security are higher than 
those under railroad retirement. 

Most of this technical information is based on various assumptions 
of the actuarial prophets of the Railroad Retirement Board. Take, 
for example, retirement at 60 years. They maintain that some 548 
out of every 1,000 employees would avail themselves of this earlier 
retirement. We cannot agree with this method of procedure as no 
employee would give up a “job paying possibly $400 per month to lay 
idle and secure a rail pension about one-fourth of his earning power. 
In order to create a cushion to protect the solvency of the fund, we 
suggest the following sliding sc: i to meet this provision: 

After January 1, 1955, allow men with 30 years service at age 64 to retire. 
After January 1, 1956, allow men with 30 years service at age 63 to retire. 
After January 1, 1957, allow men with 30 years service at age 62 to retire. 
After January 1, 1958, allow men with 30 years service at age 61 to retire. 
After January 1, 1959, allow men with 30 years service at age 60 to retire. 

We feel this method would give us actual statistics and would not 
cause any disruption of the fund and will provide realization of the 
hopes of many who are interested in an earlier retirement. 
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The Retirement Board states that retirement after 35 years of serv- 
ice would cost $20 million. It was never our intention that railroad 
employees would retire in early life, and we suggest that this 35-year 
service be based from the age 21 which would make the earliest re- 
tirement under this provision 56 years of age, which again would not 
cost the sum of $20 million. 

The tax rate today on employees to support their retirement system 
is exceedingly high, being the second highest tax rate of any system 
in the country. ‘To increase the tax base would not solve the financial 
problem inasmuch as it would increase the liability and cause a 
greater drain on the fund in later years. If the dollar becomes fur- 
ther deflated in the years to come, we have no alternative than to 
change our entire financial structure to meet the added cost of living. 

I would ask this committee to study our plan to meet this added cost 
and team our rail pensions and annuities with the high economy as 
of today or with the financial trend in order that they can face the 
future with hope regardless of the unstable dollar, so they will be 
secure and not be deprived of the necessities of life once their work- 
ing days are over. 

The experience we have gained in the past 10 years should fill 
us all with dread to ever be forced to retire from active labor. Gen- 
tlemen, apply this future as it exists today to yourselves, when the 
flame of ambition has left you with only a pilot light that may go out 
at any time. 

To meet the added costs of S. 1911 we would ask you to take under 
consideration a better investment of the railroad retirement reserve. 
We secure 3-percent interest yield now on a 31% billion reserve. If we 
only received 1 percent additional, it would yield some additional 
$35 million. We have FHA bonds guaranteed by the Government 
that pay 4 percent and better. We have Treasury certificates that 
also pay higher rates of interest. The Government would best know 
where to profitably invest this fund for greater yield. 

I would ask this committee to take under consideration the possi- 
bility of applying a small tax on gross operating revenue of the rail- 
roads, this to be administered as an excise tax for rail pension pur- 
poses. I have included in the appendix to this brief a report showing 
the gross revenue of the class 1, 2, and 3 railroads, also the switching 
and terminal lines, the electric railways, railroad express, and the 
Pullman Co. for the years 1948 to 1952. 

While the summary of the figures are not available for 1953, it 
would indicate that same is somewhere in the amount of $12 billion. 
A 2-percent excise tax on gross revenue would enrich the fund about 
$240 million per year, and this would be smallest tax ever used in con- 
nection with transportation revenue. It would tie rail pensions with 
the economy of the country so that if the costs of living went up, or 
the dollar was further deflated, the rail pension fund would receive 
added financial support through this source. 

Railroads in their inventory allow for depreciation of machinery. 
They should allow for the human element that operates this ma- 
chinery to maintain the financial standing of the lines. Before 1934, 
when the first Railroad Retirement Act was created, 17 of the large 
major lines had corporate pension systems of their own which afforded 
security to their superannuated employees. 

Many of those systems paid higher benefits, were noncontributory, 
than our present system. Realizing their responsibility, those roads 
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willingly responded to our 1934 act, as they realized it created a more 
favorable relation between them and their employees. 

According to a legislative memorandum issued by the Association 
of American Railroads, there is 3 cents of every rail patron’s dollar 
toward the carrier’s share in support of railroad retirement. Nego- 
tiations on rules with labor organizations recently held in Chicago— 
those benefits will cost the carriers about 159 million. They will have 
to get permission from the Interstate Commerce Commission to in- 
crease rates to take care of this commitment. It is true the Govern- 
ment authorized a reduction in war excise taxes just recently and a 
2-percent increase in the present levy would not affect materially the 
cost to transportation. This tax would not be borne by the employees 
or the railroads and would be paid in its entirety by the shipping 
public. 

I wish to point out to this committee that such a method of finance ing 
our retirement system does not violate any existing agreement be- 
tween railroads and their employees. U nder date of February 18, 
1937, agreement was made that the railroads and the employees would 
not depart from the principle of equal tax burden. This agreement 
is carried on page 72 of Report 6 of the Joint Committee on Railroad 
Retirement Study ot the R33 Coneress, Ist session. Neither the rail- 
roads nor the employees ever made an agreement that each would 
shoulder 50 percent of the cost, only the supporting tax which this 
method would not disturb. If the tax rate or base were increased, 
it would materially reflect on the operating revenue of the carriers 
and on the take-home pay of the employees. 

Refer again to page 12 of the House Report 1899 on bill H. R. 7840. 
You will find that to increase the tax base to apply on $350 per month 
will increase the collectible taxes for the railroad retirement account 
56 million per year. The employees will pay half, or 28 million, and 
the railroads are supposed to pay the other 28 million; however, the 
railroads will receive a reduction of some 14 million on their corporate 
income taxes, hence will pay only half what the employees will pay 
under the taxing provision of this bill, which is a factor that should 
receive joint consideration. 

Our approach to assist in financing our retirement system seems 
most realistic. It is used today by many concerns who add the pension 
costs to their products to permit pensions for their employees. I will 
mention a few for the benefit of the record who have much better 
pension systems than our railroad retirement and pay nothing to the 
cost. The coal miners pay no part of the contributing tax to main- 
tain their pension; it is financed by adding 35 cents per ton of coal 
mined due to their labors which, of course, is added to every ton of 
coal consumed. 

The automotive industry has a fine pension system financed by 
adding the costs to the automobile they manufacture. Steel systems 
add their costs of pensions to the cost of steel. FE. I. Du Pont de Ne- 
mours & Co. have one of the finest pension systems in the country, 
which involves some 90,000 employees. Their pensions are noncon- 
tributary by the employees and are based on the 10 years’ earnings 
prior to retirement. 

If an employee earned $300 per month for 10 years and reached the 
age of retirement, he would receive a pension of $95 per month which, 
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added to his social-security benefits for which he paid - social secu- 
rity tax, would give him an additional $85 per month, or a total pen- 
sion of S180 per month. The maximum on raleend retirement is 
3165.60, and you would have to earn at least $300 per month for 30 
years to attain this figure. 

In view of the antique methods used in the formula to compute 
railroad retirement, less than 1 percent receive this maximum amount. 
The average pension for March 1954 on the railroad was $106.77, and 
those working for the industry had to pay 614 percent of their earn- 
ings up to $300 per month to secure such benefits; whereas the duPont 
employees receive much greater pensions, the cost of which is added 
to the products they sell. The only article the railroadman has to 
sell is transportation, and I feel the *y are justified in asking this ex- 
cise tax on gross revenue to supplement their financial structure. 

Another plan to meet the costs of S. 1911 is also realistic. You 
will recall in the 1951 amendments to the Railroad Retirement Act 
that all railroad employees who terminated their services with the 
carriers with less than 10 years of service were removed to social 
security for their benefits. 

Senator Murray. Mr. Chairman, I must go back to the Interior 
Department where we are reporting on some bills. Of course, I will 
read the entire record. I intend to study it very carefully. 

Senator Gotpwarer. Thank you. 

Mr. Srack. This saved the railroad retirement account about $100 
million per year. We now suggest that those with less than 15 years’ 
rail service that terminate their connections with the railroads be 
also moved to social security as the benefits for this service are more 
under social security than under railroad retirement formula; but 
under the guaranty that railroad retirement will not pay less than 
the benefits under social security, the latter basis is used. For example: 

Fifteen years’ service, average earnings $150 per month, benefits 
$62.50. 

Fifteen years’ service, average earnings $200 per month, benefits 
$70. 

Fifteen years service, average earnings $250 per month, benefits 
$77.50. 

Fifteen years’ service, average earnings $300 per month, benefits $85. 

Thus it can be seen that the social-security benefits are higher than 
those provided under the Railroad Retirement Act. This disparity 
in both acts is most shocking, inasmuch as railroad employees now 
pay three times more in taxes to support their system than do those 
working for industry covered by the Social Security Act, and this 
excess taxation is predic ‘ated to be in effect for many years to come. 

Under the new Social Security Act, H. R. 9369, passed by the House, 
the above benefits will be materially increased and will even reflect 
on employees with 20 years rail service unless the present formula on 
railroad retirement is revised. If those who were in the rail service 
less than 15 years were removed to social security, it would increase 
the railroad retirement fund again almost $100 million per annum 
and meet the costs of the additional benefits we are asking for. 

As another solution, we would recommend further integration and 
correlation with social security so that all employees would have 
social-security benefits without increasing the present railroad retire- 
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ment tax. We suggest that the 2 percent tax on employees be used to 
buy social-sec urity ‘benefits and in that w ay all survivor benefits and 
spouse benefits which in some cases are lower than the amount paid by 
social security can be taken over entirely by social security. 

As with the new proposed Social Security Act, those getting the 
maximum social security will receive for their spouse at age 65 years 

$54.25; whereas, the maximum for the railroad man’s spouse is $40. 

During the fiscal year 1952-53, Railroad Retirement Board Review 
for August 1953, pages 137 and 159, shows that survivor benefits on 
railroad retirement amounted to $95 million and that the spouse bene- 
fits amounted to $40.9 million, or a total of $135.9 million. The Rail- 
road Retirement Board Report of 1952, page 210, table 45, shows the 
level cost of survivor benefits amounted to 3 percent of taxable pay- 
rolls and the level costs of spouse benefits 0.97 percent of the level cost 
payrolls. This totals 3.97 percent of level cost payrolls for our sur- 
vivor and spouse benefits, which is minus 0.03 percent of equaling 4 
percent, which is today the maximum social security tax for all bene- 
fits under that system. You can readily see with this explanation that 
the rail workers under our present system is certainly not getting his 
dollar’s worth in values. 

Many of the large lines today realize the inadequate pension their 
employees receive and have placed in their agreements supplemental 
corporate pensions in order to take care of the added costs of living. 
Among those lines are the Pennsylvania Railroad, the Chicago, 
Burlington & Quincy Railroad, Illinois Central Rrailroad, Baltimore 
& Ohio Railroad, Chicago, Milwaukee, St. Paul & Pacific Railroad, 
and some 20 other lines. This is costing those carriers vast sums of 
money which could be saved if an adequ: ite pension system were in 
effect whereby their embployees could live in security during their 
retirement. 

At all hearings before the congressional committees we hear the 
exponents of the theor y “The solvenc *"y of the fund.” Some of those 
gentlemen are sincere, while others are using this feature as a means 
to defeat needed legislation. Our suggested ‘method of financial sup- 
port will unfrock those artists and cl: arify the financial picture, and 
create additional funds for greater benefits. If the cost of living 
doubles in the next few years and our present method is used, then 
what are we going to do? The present fund being stable, our people 
would still be in dire need with no prospect of increasing benefits. We 
have spent billions of our money, our treasures have been lavished in 
Europe and dark Asia to stem the tide of communism in foreign coun- 
tries, and yet we spread a breeding ground for it in this country where 
we force our retired rail worker to live in a substandard economy. 

The good book, St. John, 13th chapter, verse 34, quotes the good 
Lord in giving his disciples the 11th C ommandment, and I quote : 


A new Commandment I give unto you. That ye love one another, as I have 
loved you. 


Our destiny today rests in your hands. 
(The appendix referred to earlier follows :) 
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APPENDIX 


Earnings of railroads in thousands of dollars 





Class 1948 1949 | 1950 1951 


| 1952 
| x > 
Class 1. ... $9, 671, 722 $8, 580,142 | $9,473,093 | $10,390,611 | $10, 580, 762 
Class 2 95, 966 85, 408 | 97, 415 102, 512 | 103, 219 
Class 3 16, 645 15, 241 16, 492 18, 489 | 18, 896 
Switching and terminal lines 217, 306 203, 884 233, 092 261, 675 263, 194 
Electric railways a 77, 104 70, 182 78, 742 81, 205 Qa 
Railway Express 425, 087 340, 192 | 319, 839 324, 374 (?) 
Pullman Co 114, 862 105, 897 103, 757 118, 392 () 
bcp sslaanecntedlcaattinihinimetiipiieeet ieiitmndiad om ss caipeepassidicnentieieeeedeaeeaaeanbatinaits 
Total__. i i 10, 618, 692 9, 400, 946 10, 322, 430 fs | 


1 Information not available. 


The highest year earnings was 1951, on which a 2 percent gross revenue tax 
would yield $226 million. 

The average for the 4 years, 1948 to 1951, was $10,409,831 and 2 percent on this 
gross revenue would produce $208,196,000. 

The 1953 figures are now available for the Class 1 railroads. It was $10,745,600. 

It is assumed that a summary of gross revenue for 1953 would be about $12 
billion and 2 percent revenue tax would yield $240 million. 

Authority for figures shown above is the Bureau of Transport Economics and 
Statistics as filed with the Interstate Commerce Commission ; Blue Book of Sta- 
tistics in United States on Railroad Operation; Bureau of Transport Economics 
and Statistics for Electric Railways as filed with the Interstate Commerce Com- 
mission. 


Senator Gotpwarer. The other members of the committee had to 
leave. The session is about to begin, and today we take up the voca- 
tional rehabilitation bill. It is the first order of business today. It 
is one of the major items on this year’s agenda of the Labor Commit- 
tee. That explains why the other members of the committee had to 
leave, but I want to thank you on behalf of the committee for coming 
here this morning and giving us your views on this important legis- 
lation. 

For the benefit of those who have come to testify this morning, I 
will sit here because my presence is not needed on the floor. 

(The statement of Walt Sands, public relations and research direc- 
tor, National Railroad Pension Forum, Inc., referred to follows :) 


STATEMENT OF WALT SANDS, PUBLIC RELATIONS AND RESEARCH DIRECTOR, 
NATIONAL RAILROAD PENSION ForvuM, Inc., CH1cAGo, ILL. 


Mr. Chairman and gentlemen of the committee, during the past 8 years, Con- 
gress has been flooded with complaints on the ridiculous discrepancies existent 
between railroad retirement and social security. 

A retired rail worker cannot understand why he should pay over three times 
more taxes for railroad retirement, than his neighbor pays for social security, 
and he cannot understand why he does not receive three times more benefits. 


ENACTMENT OF 8. 2930 IS NOT THE ANSWER 


Congress has been misinformed that enactment of S. 2930 will correct this 
vast discrepancy. This is not true. Until Congress does correct this vast dis- 
crepancy, the Nation’s rail workers will continue to flood Congress with tons of 
cards, letters, telegrams, and petitions. Circulation of Rail Pension News, of 
which I am editor, will continue to increase. 

Recent proposed legislation (H. R. 9866—Senate passing of same a sure bet) 
which would liberalize social security by upping their retirement and spouse 
annuity amounts, will again add to the confusion, 

S. 2930 does not provide retirement annuities based on our 5 years of highest 
earnings (as provided by H. R. 5269 and S. 1911) although the proposed social- 
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security changes provide “that 5 lowest years’ earnings will be dropped,” * * * 
“time lost due to disability will not be counted, ete.” 

I sincerely urge you to refer to the House hearings of June 2 and 3, 1954, on 
H. R. 5269, wherein I suggested that all workers who die or retire with less 
than 15 or 20 years of rail service at time of death or retirement, shall be trans- 
ferred to social security—($100 million per year was saved by transferring 
workers with less thz in. 10 years of rail service to social security )—to provide the 
necessary cost of H. R. 5269 and 8. 1911. 

The actuaries of the Railroad Retirement Board were requested to submit 
figures approximating the “savings to the railroad retirement fund” by such 
transfer, by the chairman, Mr. Charles A. Wolverton, of the House Interstate 
and Foreign Commerce Committee, at my request, when I testified before his 
committee on June 3. Said figures were to appear in the printed hearings on 
H. R. 5269. 

As of July 3 (4 days before your hearings on S. 2930), to my knowledge, the 
printed hearings on H. R. 5269 are not available. In my humble opinion, hasty 
enactment of S. 2930 would again add to the confusion now existent between the 
railroad-retirement and social-security systems. 

S$. 2930 does not increase the retirement annuity of our retired workers and 
does not increase the retirement annuity of our active workers who earn $300 
or less, per month. The worker who earns $350 per month (30 years from now 
in the year 1985) will receive an “increase” of $20 per month. This proves be- 
yond any reasonable doubt, that our financial system of railroad retirement needs 
overhauling. 

On June 3, when I testified before the House committee, the printed hearings 
will also show in detail my further suggestion that rail workers be given “full 
social-security coverage, in addition to the railroad-retirement coverage.” Under 
both systems, the Nation’s rail workers would receive higher benefits than we 
now receive, at less cost than we now pay. 

Attached exhibits will show that rail workers receive the same benefits paid 
by social security, whether the rail worker had 10 or 15 years of rail service. 
Ketirement (including so-called credit for prior service) and survivor benefits, 
are no higher than those paid by social security, in spite of the fact that rail 
workers pay over three times more taxes. 

These ridiculous discrepancies are difficult to explain to the Nation’s rail 
workers and will continue to remain so, until you distinguished Members of 
Congress do something to once and for all times correct an ever-growing mess of 
confusion. 

Congress has also been misinformed as to “rail labor leader’s representing 
‘all’ rail employes on railroad-retirement legislation.” A nationwide poll would 
quickly reveal that 1 million rail workers (80 percent of the Nation’s 1,250,000 
rail employees) are opposed to any increase in our tax rate or tax base as pro- 
vided by S. 2930. 

More mail and correspondence has been received by both the House and Sen- 
ate to enact H. R. 5269 than will ever be received to enact S. 2930. You may 
easily verify this to be true. 

Trusting that your committee will give serious consideration to the above 
thoughts, which make sense, I thank you. 


Senator Gotpwater. I think the next witness is Mr. C. W. T. Robin- 
son, grand secretary of the National Association of Retired and Vet- 
eran Railway employees. 


STATEMENT OF C. W. T. ROBINSON, GRAND SECRETARY, NATIONAL 
ASSOCIATION OF RETIRED AND VETERAN RAILWAY EMPLOYEES 


Mr. Rorrnson. I have no prepared statement. I very hurriedly 
was placed in this position due to the fact our grand president is on 
the west coast. 

My name is Charles W. T. Robinson. My home address is Reading, 
Pa. I represent the National Association of Retired and Veteran 
Railway Employees. I will take up very little of your time except 
to say that our organization is heartily in accord with the standard 
railway organiz: tions in this action on this bill. Our retired mem- 
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bers are certainly most heartily in favor of it. While the tax feature 
does not affect them inasmuch as they are now retired, our veteran 
members who constitute probably 25 percent of our membership have 
no objection to the increase in the taxable costs. So I might say that 
as an organization we are heartily in favor of Senate bill 5. 29380. 

Thank you. 

Senator Gotpwater. Thank you very much. Thank you for your 
brevity. 

The letters we are receiving on this legislation all indicate a desire 
to have action taken on this legislation this year. As a member of 
this Congress, there is nothing I would like better than to be able to 
say definitely that we can take action on this bill or these bills this 
year. I cannot promise that, however. I think all of you realize 
the situation that we have been in this year with respect to railroad 
legislation. Senator Griswold’s death deprived us of the one man 
we had that thoroughly understood railroad law on the Republican 
side. We are hard pressed to find someone to take his place, and that 
can be testified to by the fact they finally picked on me. 

We will do all we can to complete the hearings in time to get some 
action on these bills, but I cannot promise it to you. We cannot meet 
again this week because of the press of bills on the floor and the fact 
we still have in the Labor Committee many major pieces of legislation 
that affect railroaders as well as other workers in the country. These 
pieces of legislation must be worked on in an effort to get them to the 
floor as well as the legislation you are interested in. 

The next meeting of this subcommittee will be next Wednesday, 
July 14, at 10 in the morning when we will hear from members of the 
Railroad Retirement Board and representatives of the Association 
of American Railroads. 

I want to thank all of you for coming this morning and thank those 
who testified. 

The meeting will stand adjourned. 

(Whereupon, at 12 noon a recess was taken, the committee to recon- 
vene at 10a.m., Wednesday, July 14, 1954.) 














AMENDING RAILROAD RETIREMENT ACT, RAILROAD 
RETIREMENT TAX ACT, AND RAILROAD UNEMPLOY- 
MENT INSURANCE ACT 


WEDNESDAY, JULY 14, 1954 


Unrrep States SENATE, 
SUBCOMMITTEE ON THE COMMITTEE, 
on Lapor AND Pusiic WELFARE, 
Washington, D.C. 

The subcommittee met at 10 a. m., pursuant to recess, in the Old 
Supreme Courtroom, the Capitol, Hon. Barry M. Goldwater (chair- 
man of the subcommittee) presiding. 

Present: Senators Goldwater (presiding), Cooper, Murray, and 
Hill. 

Also present: John D. Stringer, professional staff member. 

Senator Gotpwater. The meeting will come to order. 

Again I want to apologize for the absence of the other members of 
the subcommittee, but as you know we are approaching the end of the 
session and many of the subcommittees and committees are working 
around the clock trying to get legislation out. The other men are tied 
up this morning. 

Before calling the first witness I would like to introduce into the 
record the fact that my office has received in the last 4 days 1,600 tele- 
grams and letters on these 2 bills. We have another batch of a hundred 
this morning which will be answered as soon as possible. The context 
of these letters and telegrams indicate the necessity for very thorough 
study into both of the bills concerned. Not all of them agree with the 
approach of both bills and not all of them agree with the approach 
of either bill. 

The subcommittee will do its best to work out of this legislation 
something that is feasible and actuarially sane and reach the ends these 
people seek. 

The first witness is Colonel Kelly, the Chairman of the Railroad 
Retirement Board, who has a brief statement to make on this legisla- 
tion. 

Colonel Kelly, we are glad to have you with us. You can testify in 
any manner you care to. 


STATEMENT OF RAYMOND J. KELLY, CHAIRMAN, RAILROAD 
RETIREMENT BOARD 


Mr. Kety. I just want to state briefly that the Railroad Retirement 
Board filed its report in connection with this bill which is pending and 
that is before this committee. The labor member, Mr. Harper, and the 
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carrier member, Mr. Squire, filed separate statements which are at- 
tached to that report. It is not my purpose to testify in this connection 
today unless the committee desires to question me or desires to get 
further information which I might be able to supply them. 

Both Mr. Harper and Mr. Squire desire to testify to enlarge on the 
statements that they have previously made in the report. So with 
that explanation I would like to be exc ‘used for now. 

Senator Gotpwarer. If we feel need of questioning you—— 

Mr. Kexxiy. I will be here. 

Senator Gotpwater. Now we will hear from Mr. Horace W. Harper, 
a member of the Railroad Retirement Board. 


Mr. Harper. 


STATEMENT OF HORACE W. HARPER, MEMBER OF THE RAILROAD 
RETIREMENT BOARD 


Mr. Harrver. My name is Horace W. Harper. My home is in Chi- 
cago. I am the labor member of the Railroad Retirement Board. I 
appear here this morning in support of the bill under consideration. 
[ supported this bill when it was before the House and presented my 
statement in full there, outlining the reasons why I thought the bill 
should be enacted. In appearing here I refer this committee to the 
statements made by the Board, Atlse statements made by me, in the 
House hearings. I wish to have those considered here as if made here. 

Senator Gotpwater. Those comments you made before the House ? 

Mr. Harrer. Yes, sir. 

Senator GoLtpwater. We can make those a part of this record, by 
reference to pages 89 through 101 of the House Hearings on H. R. 
7840. 

Mr. Harrer. My formal statement has been filed with the committee. 
It is attached to the Board’s re port and refers to the testimony and 
the facts upon which I rely in support of the bill (see p. 12). 

I do not care to go into the details at any great length this morn- 
ing. However, I do want to clear up the facts as to the cost of this 
bill. Our Board, as shown by our report, has estimated that the in- 
creased cost of this bill by reason of raising the tax base from $300 
to $350 will amount to about 9 percent. 

Presently under the sliding scale the unemployment tax rate paid 
by the carriers is one-half of 1 percent, but under the terms of the act 
that. tax rate will increase as the fund presently on hand is depleted 
and will eventually go to a level cost of 2.5 percent. I think it is im- 
portant to consider that the bill as now constituted, without regard 
to any further liberalizations, will cost the railroads 2.5 percent in 
taxes on a $5 million payroll. 

So when it is said, as has been said, that the present cost to the car- 
riers, is only $25 million per year, that is an accurate statement but 
it is ine omplete because it deals only with the present tax r ate and does 
not take into consideration the fact that the cost will go to 2.5 percent 
eventually whether this bill or any other bill is passed. 

So the increased cost of S. 2930, if enacted, will not be the difference 
between the $25 million now and the $152 million which it will ulti- 
mately reach. Inste ad, it represents only the difference between 2.5 
and 2.8 percent; 2.5 on a $5 million payroll and 2.8 on the $5,450,000 
payroll. which will be taxable if this bill is passed. 
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The actual level cost of this bill will be the difference between 
$125 million per year, the cost of the Act as it now is, and the $152 
million which is estimated will be the cost of the whole Act if S. 2930 
is enacted. 

Let’s examine the statement about costs being only $25 million a 
year presently. That is an incomplete statement because actually and 
factually in the last fiscal year our Board paid out in benefits and in 
administration costs a sum of $145 million. So it is sticking in the 
bark for the statement to be made that the present cost of the Unem- 
ployment Insurance Act is only $25 million and that it will jump 
to $152,600,000 if and when this bill is enacted. 

As to the relative costs between our unemployment system and the 
State systems, the chairman and members of the committee, of course, 
are aware that those problems are now before the Congress and that 
there are bills pending which have for their purpose the bringing up 
of State unemployment benefits to a realistic relationship with wages 
in accord with the President’s policy, as has been dealt with in our 
other statement. 

We do not have with us today a problem of reducing railroad un- 
employment benefits to State levels because if they are unconscionably 
low, as seems to be true from the testimony before the various com- 
mittee—if they are unconscionably low, then obviously that does not 
provide us with a proper and appropriate yardstick for measuring 
benefits. 

In the original testimony we showed that the cost of the railroads 
for the past 6 years and for the upcoming 3 or 4 years will be one-half 
of 1 percent as compared to a cost, I believe, of 1.8 in the State systems. 
[ just wanted to clear up that phase so that there would be no improper 
comparison made between the costs of our benefits and those under 
the State systems. 

The railroad employees are very much interested in this legislation. 
Any reports to the contrary reaching this committee have no basis in 
fact, if my experience as a labor representative is worth anything at 

all. It seems to me if railroad employees can rely upon their organiza- 
tions to fix their wage schedules for them, their hours of service and 
their working conditions generally, that they can rely on them to 
attend to their retirement system benefits. 

I do not know of anybody that has any more interest in railroad em- 
ployees than the organizations that represent them and have repre- 
sented them and have been recognized as their representatives all of 
these years. You may be sure that these organizations speak for the 
huge majority of the railroad employees throughout the country. 
These organizations are authorized in a democratic way by the em- 
ployees to represe nt them in these matters. I say to you with all the 
sincerity that I can muster that the position of the organizations here 
is the position of the employees throughout the country. 

Senator Gotpwater. Does that complete your statement? 

Mr. Harper. Yes. 

Senator Gotpwater. I have just a few questions that have come to 
me as a result of the questions raised in these letters and telegrams 
that I have received from employees of the railroads. 

You have seen the report of the Bureau of the Budget. In this re- 
port it points out that if unemployment benefits are to be further 
liberalized, the provisions of benefits in no case should be less than 50 
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ercent of the claimant’s last day rate of pay, which should be care- 
Fully examined. Would you explain this and advise whether the 
Board has given this matter what you consider careful examination? 

Mr. Harrer. The Board gave very careful consideration to that 
point raised by the Bureau of the Budget. The Chairman of the Board 
joined with me in recommending to the committee that the House 
bill be amended to conform to the suggestion of the Bureau. The 
House bill as amended provides that in no case shall an employee draw 
more in benefits than he earned in wages in his base year. I would 
recommend that amendment to the Senate bill because I think it is 
one that is wholesome and reasonable. It will certainly obviate the 
objection raised by the Bureau of the Budget. We did that in the 
House committee hearings. Our proposed amendment was adopted 
and written into the House bill. 

Senator Gotpwater. Were just two of the members in agreement 
on this? 

Mr. Harper. There were two of us in agreement in the House hear- 
ings, but frankly I cannot tell you what the position of the Board is 
here. I know definitely that Mr. Squire opposes the bill, and I know 
equally definitely that I endorse the bill. I can go no further than 
that. 

Senator Gorpwater. Who bears the expense of unemployment 
insurance benefits ? 

Mr. Harper. All of those costs are levied against the carrier. 

Senator Gotpwater. The employee does not contribute anything 
during his period of employment to this fund ? 

Mr. Harper. No, sir. However, there is a background to that. 
You know the organizations and the carriers are more or less perpetu- 
ally engaged in negotiations with respect to wages and rules, retire- 
ment system, and unemployment system. I do not know and I cannot 
say to you factually what occurred but it is quite conceivable that the 
Unemployment Insurance Act came into being on a quid pro quo 
basis; that is, that the employees probably gave up something in order 
to get this sort of legislation. So in that sense the cost is not entirely 
borne by the carrier. 

Senator Gotpwarter. In regard to the Retirement Act a number of 
people who have written to me and written to the committee have 
expressed objections to paying more in taxes. They say the returns 
in the increased annuities are smaller than they expect. I cite just 
one example. I want to ask your feeling on this. > employee who 
retires in 1 year from the effective date of this bill has paid $3.13 per 
month. On his retirement his benefit is increased by 69 cents a month. 
If this is true, he would have to live 5 years to break even. What I 
was thinking of there, does this bill adequately take care of the man 
who is about to retire? 

Mr. Harper. Not to the same degree that it does the employees as a 
whole. Mr. Chairman, in devising bills of this sort we obviously 
have to deal with averages. This bill is devised upon the basis that 
employees retiring at the normal retirement age, 65, and who go on 
to live out their expectancy, 1214 or 13 years, will get about $3 in 
increased annuities, for each dollar increase in taxes. It is based not 
upon what happens to the man about to retire, nor upon the basis of 
some man who is young now and whose retirement will be long 
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deferred, but is based instead, as it must necessarily be, on the average 
retirement of employees as a whole at the normal age of 65. 

Senator Gotpwarer. Do you not think there should be provision for 
those about to retire or now retiring? I see what you are trying to 
get at, but the man who needs this attention now is the person who is 
going to retire now, not the man who is earning today and will con- 
tinue to earn, say, 10, 20, or 30 more years. 

Mr. Harper. My heart bleeds for those in that category, being the 
labor representative of the employees and having been long engaged 
in representing them in rules and wages. I have a deep-seated concern 
for those people who will not gain so much as the average, but as I 
tried to explain, we do not have any way of arriving at these costs 
except on an average basis. If we were to fix a bent formula so those 
who will retire in the next few years would get some special advan- 
tage, it would disrupt the financial pattern which has been used as 
the basis for this bill. 

Senator Gotpwater. There is another group of people that I am 
concerned with, not only that are covered by this act but covered by 
any retirement act, whether it is private or governmental or what- 
ever it is, that group of people who already retired, say, retired back 
in 1940 before we had any appreciable inflation. Those people con- 
stitute a large segment of the population, particularly the retired rail- 
road workers. We have thousands of them in my State who find it 
difficult today to live. 

Have you ever given any thought to any provisions that would 
increase their benefits ? 

Mr. Harper. Yes, sir; most definitely and most searchingly. It will 
be recalled that we were able to increase the benefits of those people 
who retired early in the system by 20 percent in 1948. Again in 1951 
we increased their benefits another 15 percent. Additionally, in 1946 
we enacted the survivor benefits and more than doubled our taxes 
in order to take care of those benefits. Naturally, those people being 
out of railroad service, were not subjected to the doubled taxes nor in 
fact have they been subject to any other taxes since date of retirement. 

Don’t misunderstand me. I am sympathetic with them, but we are 
faced with the realistic problem of where to get the money. If it were 
left to me and we had the money, I would not hesitate one bit to sug- 
gest something along the lines of your suggestion. But in the absence 
of the money, Mr. Chairman, we have to cut the pattern to the cloth. 
We just have so much money to deal with and pay out and we cannot 
pay out more, 

It is true, I think you will realize, in every insurance system in the 
world that men benefit unequally. Ten men at the same wage take 
out an insurance policy. It is quite probable that no 2 of those 10 will 
benefit to exactly the same extent nor to the same degree. They all 
participate on a different basis by reason of their particular condi- 
tions. We have to take an average; otherwise, we could not have any 
insurance system. 

So it is here. We have to take an average and we have to spend 
no more than we take in. To me the most tragic thing that I can con- 
ceive is to hold out to the railroad workers that when retirement time 
comes they will have a measure of comfort provided by their annuities 
and then when retirement time comes we have to say to them, “We are 
sorry; we thought we had it, but we didn’t have it and you are not 
going to get your annuity—maybe not at all; maybe only in part.” 
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So to me the most important thing at all is to keep our financial 
structure in good order and not do things which we would like the best 
in the world to do but which we cannot do without facing the results 
I have just described. 

Senator Gotpwarer. Have you made a study to determine what 
vour actuarial structure shoul | be in the eve - you decided to take care 
of ill t e people some people feel should be ‘taken care of by legis- 
lati ion adh as this? That is, people who are retiring today, those who 
have retired, and those who will retire. Have you made a complete 
study to encompass the whole problem / 

Mr. Harver. No, because when decision was made as to the progr: am, 
immediately the cost was computed and the eost beine what it is, it 
Was oby ious that money for addi tio} i | bene fits, Sue *h as you suggest, 
was not available. I do not think we have co mputed that cost. But I 
can say to you, Just a curbstone opinion, it would increase the cost sub- 
stantially. 

Senator Gotpwater. We are talking about $25 million to $28 mil- 
lion. Have you cviven any study toa spreading of that amount, assum- 
ng on your part that is the top amount that might be acceptable ? 
Have you given any study to spreading that further; in other words, 
viving fewer benefits in dollars to those who will retire and ineluding 
benefits to those who have retired and who will retire so that the whole 
dae sort of balances out ? 

Mr. Harper. It is possil ble that consideration was given that, but I 
* not recall it and I participated in most of the discussions. I do not 

sal] th: at consideration was Fiven to th: it. Your suge@estion, as I un- 
ienttas id it, is to spread it thinner to cover all. 

Senator Gotpwater. It is not a suggestion. Iam trying to talk with 
you to find out your background and th inking on this. My mail indi- 
cates a great concern on the part of th ose people who are about to 
retire and who have retired that this propos: il is not inclusive enough. 
I wondered if you had ever given consideration to that. 

Mr. Harrer. I think my answer is repetitious, but we did give con- 
sideration to that. Bear in mind that we are increasing the tax base 
from $300 to $350 in order to pay for these additional benefits. Those 
now on the annuity rolls, of course, will not have to pay on that addi- 
tional tax base, nor will those who retire in the near future have to 
pay on that tax base except for a short period. This additional cost, 
Mr. Chairman, runs only to those yet in the service, particularly to 
the young men coming into the service who will have to pay from now 
until retirement time. So we have to consider, as I said before—and 
[ don’t like to be repetitious—we have to consider the picture as a 
whole. We cannot extend a measure of benefits to one group of people 
at the sole cost of another without crossing equity lines. 

Senator Gotpwarer. I think that answer you have given covers the 
whole thing. That is what I have been trying to find out. 

On this increase from $300 to $350, are your railroad employees in 
general in favor of increasing that tax base ? 

Mr. Harrrr. I would say, yes, sir, because of my experience at three 
conventions within the recent few weeks. Not an objection was raised. 
I know that sounds a little exaggerated, but it happens to be true. I 
encountered no objections. In my discussions of it, that question was 
not raised. 
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We are living in an age of inflation. Somewhere in our Board’s 
report you will see where our wages have gone from a given level toa 
much higher le vel, and costs of everything, of course, have increased 


proportionately. So our people recognize that we have to keep a 
realistic ene tax payments and these increa sed be nefits. 
It certal cannot be argued that we ought to have ert eater benefits 


and yet “on no greater taxes. Our people have come to realize you 
cannot buy anything any more for a nickel. They realize they can 
not buy these hy nefits, partic ul: uly the increased benefits. at the same 
cost that has been in etfect all these years. Sx they face r alistically 
the fact that. if — fits are increa sed, the taxes which support the 
system must similarly be increased. 

7 Senator GoLpw \TER. It is re freshing to fu d an organization in thi 


country that realizes that. After having lived through 2 years of 
tax bills and benefit bills, I have come to the conelusion that many 
ayaatieghs tate. thus woney gtows-Gn trees some place. I would like 
to know where that tree GTrows. I would like to get a seed from it. 
It has been a oreat pleasure to have you. I{ you care to add any 


thing in the future, you may submit it. 

Mr. Harrer. 1 would like to make this one observation: As a Sen 
ator from your State and a Senator in the United States Senate, there 
is a arenes and an obligation that rest on you. You are 
responsible f or what you do here. You are responsible for what you 
do with respect to any issue. Similarly, as the labor representative, 
I am re ponsibl to railroad employees for my conduct. In the same 
sense the chief executives of these labor organizations are respousible 
to the people who elect them. 

I just want to emphasize the fact that all of the standard railroad 
labor organizations, ‘all of which are willing to meet that responsibil 
ity, are speaking here for the employees. We know that our people 
will send us back to the cotton patch if we do not accept and meet the 
responsibility for providing railroad workers with representation 
acceptable to them. I think it is highly important for anybody either 
for or against the bill to accept the responsibility that goes with it. 
Our people are fully prepared to do that. 

Senator Gotpwater. [ think you are absolutely right. Iam glad 
you made that statement. It has always been my opinion, sitting on 
the Labor Committee, that the representatives of labor unions as well 
as the represents tives of management represe i the people they are 
sup yposed to represe nt. ] he ave aly "AVS foun 1 he m to do it in a very 
honest and sincere way. The fact there are AifPatances between the 
two I think is very healthy. The fact we can sit down here and have 
the two groups discuss their sides in a friendiy manner is indicative 
to me that not only the membership realizes their responsibilities but 
the representat ives do, too. 

Mr. Harper. If it were not an imposition on the time of the com- 
mittee, I would brag a bit about the railroad labor organizations. The 
high esteem in which all of them are held in public opinion is well 
known. We are not disposed to dispute the opinion common to press, 
pulpit, and public, that our organizations are of the highest type in 
the labor-union field. 

Senator Gotpwater. We have your brotherhoods in my State in the 
two big railroads that are there. I, through a lifelong association with 
men in those unions, can back up what you say. Both of them are 
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splendid organizations, and I am happy to have you as a representative 
of them. 
Mr. Harper. Thank you, sir. 


SUPPEMENTAL STATEMENT OF HorRACE W. HARPER, LABOR MEMBER OF 
THE RAILROAD RETIREMENT BOARD 


Mr. Chairman and members of the committee, in addition to my testimony of 
last Wednesday, I would like to discuss briefly the views on the bill S. 2930 of: 
A. The Railroad Retirement Board, B. The administration, and C. The opposition. 


A. VIEWS OF THE RAILROAD RETIREMENT BOARD 


Last Wednesday the members of the Railroad Retirement Board set forth 
their individual positions on the bill, Mr. Squire expressing opposition to its 
principal provisions, I stating my position as being for it, and the chairman that 
he was for it also, except for the method of increasing benefits under the Rail- 
road Unemployment Insurance Act. He explained that his earlier agreement 
with me to a change in the bill with regard to increasing benefits under the Rail- 
road Unemployment Insurance Act, including the change from $300 to $400 in 
the amount of the previous year’s earnings needed to qualify an unemployed 
worker for unemployment benefits, would not eliminate as many casual workers 
as he had thought. He was advised since the date of the agreement that to elimi- 
nate a greater number of casual workers would require increasing the qualifying 
amount to $600 than just to $400. I suggest, however, that the difference between 
our earlier agreement and the chairman’s present position is not very significant 
since our agreement includes provisions specifically directed against casual work- 
ers. This agreement not only increases the qualifying amount of earnings from 
$300 to $400 (which would certainly eliminate many casual workers) but pro- 
vides that in no case shall the total amount of benefits for unemployment or 
sickness paid in any benefit year exceed the total compensation in the preceding 
base year. These two provisions, in my opinion, substantially meet all the objec- 
tions raised with regard to casual workers. 


B. VIEWS OF THE ADMINISTRATION 


The administration’s views on the bill were set forth very clearly in the report 
of the Honorable James P. Mitchell, Secretary of Labor, dated July 14, 1954. 
Thus, the Secretary of Labor said: 

“T am in favor of an increase in the tax and benefit base, proposed in this bill, 
which would raise both retirement and unemployment-benefit levels for railroad 
employees. Such an increase is in line with the President’s recommendations 
regarding an increase in the benefit base of the companion Federal social-security 
system, the old-age and survivors’ insurance program.” 

The Assistant Director of the Bureau of the Budget stated in his report on 
the bill, dated July 1, 1954, that: 

“The proposed increase in the covered wage base to $350 a month would cor- 
respond to the President’s proposal for revision of old-age and survivors insur- 
ance. In view of these Presidential recommendations, the proposal for a higher 
wage base and resulting automatic increases in benefits under the railroad sys- 
tem would appear appropriate. Its enactment is recommended.” 
but he suggested that it should “not become effective in advance of the increase 
in old-age and survivors insurance.” With regard to the proposal to reduce the 
eligibility age for widows, widowers and parents from 65 to 60, the Assistant 
Director of the Bureau of the Budget called attention to the lack of a similar 
provision in the Social Security Act, and suggested that the provision may lead 
to pressures for a similar reduction in the social-security program. Although 
he recognized that “there may be special problems of survivorship in the railroad 
industry,” he did not endorse this provision. This report favored the enactment 
of the proposal to provide eligibility to disabled dependents beyond 18 years of 
age, even though there is no similar provision in the Social Security Act, and 
indicated some question of the desirability of the provision which would permit 
a widow to receive a widow’s annuity in addition to a railroad retirement annui- 
ty in her own right. 

In making comparisons between the railroad-retirement system and the social- 
security system, it would be well to consider, as a witness for the Association 
of American Railroads stated last Wednesday, that: 
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“The railroad-retirement system agreed upon [by representatives of railroad 
management and railroad labor] was made more liberal than the system which 
had been set up under the Social Security Act. It provided for every type of 
benefit provided under the latter system and on a more liberal basis. Also some 
benefits were provided which were not available to workers covered by social 
security. For example, retirement on account of disability provided for under 
the railroad-retirement system was not provided for under the social-security 
system.” 

In other words, the congressional policy has been throughout not to let the 
social-security program stand in the way of bettering the railroad-retirement pro- 
gram when that is possible and the railroad workers are willing to pay for it. 
Those same considerations apply, of course, to improvements in the unemployment 
system, for we cannot wait for each of the 48 States to effect desirable changes 
in their programs before taking action for betterment of the railroad system. 

The report of the Bureau of the Budget should not be construed as indicating 
any hesitancy in approval of the bill. The Bureau speaks for the administration 
and it is apparent that the administration is not at all hesitant in its complete 
approval of the bill since the member of the President’s cabinet, the Secretary 
of Labor, endorsed the bill without qualifications, and in no uncertain terms, in 
his report to this committee, dated July 14, 1954, concluding specifically as 
follows: “The Bureau of the Budget advises that it has no objection to the 
submission of this report.” 


C., VIEWS OF THE OPPOSITION 


After considering carefully all the statements of the opposition to this bill, 
I feel safe in saying that regardless of the volume of the testimony and of the 
number of times the same arguments were repeated in different forms, the 
opposition’s views can be summarized as follows : 

(1) Benefits for railroad employees are already much higher than the benefits 
for employees covered under the Social Security Act and the State unemployment- 
insurance systems. 

(2) Taxes for the support of the railroad-retirement system are much higher 
than those for the support of the Federal old-age and survivors-insurance system, 

(3) The proposed increase in the maximum taxable and creditable base from 
$300 to $350 a month would aggravate the already financially overburdened rail- 
road industry. 

(4) Because of the higher tax rate for the support of the railroad-retirement 
system, the proposed increase in the maximum taxable and creditable base should 
not be adopted even if the wage base under the Social Security Act were increased 
from $3,600 to $4,200 a year. 

The first argument seems to be intended to show that railroad employees are 
already in a preferred class, and the remaining three that the railroad industry 
is discriminated against. 

Criticism of the bill on the basis that the improvements proposed therein would 
widen the gap between the 2 systems is, obviously, not at all justified unless it is 
shown that either of the 2 systems is already adequate or generous enough in 
the particular area covered by the proposed changes. Nothing has been presented 
by anyone to show or even suggest that this condition has been met in any way 
or that it has been approached. In other words, the proposals for change should 
stand on their own merits, and these merits have been fully demonstrated. 

On the question of costs we must consider, of course, that there may be limits; 
but here, too, nothing has been presented to indicate in any way that these limits 
have been reached. While the direct taxes on the railroad industry for retire- 
ment purposes may be higher than those assessed against other industry, the 
fact is that substantially all industries in the United States maintain supple- 
mental systems for benefits to employees over and above those payable under the 
social security system. In a statement filed by Mr. A. E. Lyon with the House 
Committe on Interstate and Foreign Commerce during the hearings on the com- 
panion bill H. R. 7840, on behalf of all the standard railway labor organizations, 
he referred to a survey made by the Chamber of Commerce of the United States 
on the cost of the fringe benefits of some 100 public utility companies. This sur- 
vey showed the cost to be 5.9 pereent of payroll which, in addition to the 2 per- 
cent payable under the Social Security Act, make a total cost of 7.9 percent of 
payroll. He added: 

“Of course the railroad companies, as a whole, are paying somewhat more than 
6.25 percent of payroll, using the $300 per month ceiling, for many of them, as 
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previously pointed out, have supplemental systems applying to officers and em- 
ployees in the higher earnings brackets. We do not know the cost of these addi- 
tional or supplemental programs to the railroads, but it is likely that if these costs 
were ascertained and added to the 6.25 percent which is being paid for the general 
railroad retirement system the total would still be considerably less than the 7.9 
percent which is being paid for pension programs by other public utilities on the 
basis of the chamber of commerce figures.” 

With regard to the cost involved in the proposal to improve the benefits under 
the Railroad Unemployment Insurance Act, I suggest that after careful analysis 
of the arguments of the opposition in this regard there is never any suggestion 
that the cost of the unemployment insurance system would be in excess of the 3- 
percent rate originally fixed by Congress for the maintenance of the system. This 
3-percent rate Was in effect prior to the 1948 amendments to the Railroad Unem- 
ployment Insurance Act. After these amendments the rate has been only one- 
half of 1 percent in accordance with the sliding-scale schedule enacted in 1948. 
The annual contributions made by the railroads under the Railroad Unemploy- 
ment Insurance Act since 1945 have been as follows: 


Contributions 








1945—-46__- $129, 058, 585 
194647 141, 770, 298 
1947-48 145, 124, 181 
1948-49 87, 010 
1949-50 16, 180, S61 
24, 411, 
9: GSD, 
1952-53 25, 056, 674 


During the 5-year period from July 1, 1948, to June 30, 1953, the total contribu- 
tions made by the carriers amounted to $91,425,823, or a total of only a little 
more than half (65 percent) of the contributions made for the single year July 
1, 1947, to June 30, 1948 

I submit that this sliding-scale rate adopted in 1948 was never intended to fix 


the reduced rate as a permanent rate. The only reason for the temporary reduc 
tion in rate was to avoid the accumulation of a large reserve for which there was 
no immediate need This did not mean, and does not mean, that when changed 


conditions 
one should object, as long as the rate stays within the 3 percent originally estab- 
lished. Weare all glad that the railroads were able to save hundreds of millions 
of dollars in the last several years because of the reduction in tax, but we do not 
believe that these savings should be obtained at the cost of appropriate and 
needed benefits. The argument that the benefits would be higher than under the 
State systems is, of course, meaningless when you consider that, as generally 
agreed, the State systems are not at all adequate to serve their purpose. 

With regard to the financial burden on the railroads which the proposed in- 
crease in compensation base would add, Mr. Lyon, in his statement filed with the 
House Committee on Interstate and Foreign Commerce on behalf of all the 
standard railway labor unions during that committee’s consideration of the com- 
panion bill H. R. 7840, said: 

“We point out, as we have in previous hearings without our statements being 
challenged, that a very substantial percentage of such an amount will be offset 
by automatic adjustments in the Federal income-tax payments required of the 
railroad companies. This percentage of offset is something which we cannot 
estimate with any certainty as it will depend, among other things, on the rates 
of taxation which will be effective in the future. However, we think it reason- 
able to assume that the present situation as to Federal income tax on corpora- 
tions probably will not, and cannot, greatly change for a long time. Therefore, 
when the railroads say that the bill will increase their railroad retirement con- 
tributions by $28 million per year they could add, with accuracy, that this is a 
substantial overstatement and that perhaps as much as half of it will not be net 
costs to them at all. They could also add, if they wish to present a more com- 
plete picture, that there will be other savings and benefits to them [by reason of 
reduction in the cost of their supplemental pensions].” 

In any event, the cost of adequate benefits is no less an integral part of the cost 
of running a railroad than is the cost of railroad equipment or of maintenance 
of way. 


“jguire an increase in benefits, that the rate should not go up, and no 


i 








AMEND RAILROAD RETIREMENT ACT on 


Finally, the suggestion that the maximum compensation base of $300 a month 
should not be increased before the maximum wage base of $3,600 a year under 
the Social Security Act is increased, or not even then, calls for a bit of legislative 
history. When the railroad retirement system was first established, the maxi- 
mum annual social-security wage base was $3,000 ($250 a month) and the maxi 
mum railroad retirement compensation base was $300 a month. Thus, from the 
very beginning of the two systems the railroad retirement system had a $50 a 
month, or $600 a year, creditable base over and above the social-security system, 
and at a higher tax rate. Therefore, the insistence on keeping the maximum 
compensation base in the railroad retirement system at an amount no higher, 
or even lower, than the social security base is without merit. In this connection, 
the report of the House committee on the companion H. R. 7840 says: 

“When the $300 limit on the creditable and taxable compensation base was 
established in 1937, 98 percent of the number of railroad employees were earning 
no more than $300 a month. Also, YS percent of the total railroad payroll was 
creditable and taxable under the $300 limitation in effect without change during 
the past 18 years. Since 1987, wage rates have more than doubled. The average 
annual earnings per railroad employee in 1937 was $1,780; in 1953, it was $4,400. 
As a result, at the present time, only 56 percent of the employees are earning $300 
a month or less, and only 80 percent of the payroll is creditable and taxable under 
the $300 limitation now in the law. 

“Even with the proposed increase in the creditable and taxable compensa 
tion to $350 a month, only 88 percent of the payroll would be taxable compared 
with 98 percent 18 years ago. In other words, the proposed increase in com- 
pensation to $350 would still apply to a smaller percentage of the total payroll 
than was the case in 1937. 

“The $300 per month ceiling on creditable and taxable compensation for rail- 
road retirement purposes has been recognized as out of date by many railroad 
companies for a number of years, as evidenced by the fact that they have estab 
lished supplemental plans covering their officials and employees who regularly 
eurn salaries higher than that amount. As long as 5 years ago the Railroad 
Retirement Board had knowledge of 53 such supplementary plans and made a 
study of them. There are undoubtedly a considerable number that have since 
been established.” (See Rept. No. 1899 [to accompanying H. R. 7840], 838d Cong 
2d sess., House of Representatives, pp. 11 and 12.) 


Senator Gotpwater. The next witness we will have this morning 
is Mr. F. C. Squire, who is a member of the Railroad Retirement Board. 

Before you begin, we have just received a report of the Department 
of Labor on this bill, signed by Mr. James Mitchell, and it will be 
made a part of the record in the appropriate place (see p. 8). 

[ have seen you up here before, Mr. Squire. Iam glad to have you 
back. You may proceed in any manner you see fit. 


STATEMENT OF F. C. SQUIRE, MEMBER OF THE RAILROAD 
RETIREMENT BOARD 


Mr. Squire. Mr. Chairman, my name is Frank C. Squire. I am a 
member of the Railroad Retirement Bo: wg and appear here to present 
my individual comments which are in opposition to the principal 
provisions of S, 2930. 

As to the portion of the bill containing amendments to the Railroad 
Retirement Act and the Railroad Retirement Tax Act, I would like 
to refer you to my separate statement attached to this Board’s report 
filed with your committee a week ago. 

(The report and statement referred to appear at p. 12.) 

I shall confine my statement today to the portion of the bill dealing 
with the Railroad Unemployment Insurance Act. The average 
annual cost of benefits for unemployment, sickness, and maternity 
under the present Railroad Unemployment Insurance Act is estimated 

50465—54- 6 
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at $125 million. Under S. 2930 that would be increased to $150 mil- 
lion. Under the bill as reported out by the House Committee, bene- 
fits would be $5 million a year more than under S. 2930, or an average 
of $155 million annually. 

Only 2 years ago by the 1952 amendments to the Railroad Unem- 
ployment Insurance Act, benefits were increased an average of 40 
percent. 

It may be of interest to note the increases during the life of the 
railroad-unemployment system since it commenced “July 1939. 


Compared 
Percent with 1939 





increase law (per- 
cent) 

— - — . ~ inne nner — 
1940 60 160 
1946 | 20 | 192 
1952 a 40 | 269 
1954 (proposed by S. 2930) a 20 | 323 


The 20 percent increase I have shown for 1946 does not include sick- 
ness benefits, so these figures here shown do not apply to the Unem- 
ployment Insurance Act as a whole but to only the unemployment 
feature of it. From that you will note that there is already over 214 
times what the benefits started out to be in 1939, that the proposal in 
S. 2930 would make the benefits as a whole for unemployment, exclud- 
ing sickness, over 3 times what they were in 1939 at the beginning of 
the system. 

In the light of this record it would certainly seem that there is no 
justification in making a further increase at this time, unless compari- 
son with the State systems shows that the railroad system is lagging 
behind the State systems. Such a comparison, however, shows just 
the reverse; namely, that the railroad system already substantially ex- 
ceeds the State systems both in cost to the employers and in benefits 
to the employees. 

Looking at the cost to employers (the competitors of the railroads 
are under the State systems) we find the most recent average cost under 
the State systems to be 1.3 percent paid to the States plus 0.3 percent 
paid to the Federal Government, a total of 1.6 percent of payroll. Con- 
trasted with that, expenditures under the present railroad-unemploy- 
ment law probably average slightly over 2.5 percent of payroll. S. 
2930 would increase the future average cost to 2.80 percent. 

Comparison of these percentages does not reveal the full amount 
by which the railroad system exceeds the State systems in cost. The 
1.6 percent cost of the State systems is based on a maximum taxable 
pay roll of $3,000 per year (except for a resent increase by Nevada to 

$3,600) ; whereas, the present railroad law levies taxes on wages up 
to $300 a month ($3,600 a year) and S. 2930 would increase that to 
$350 a month ($4,200 per year). The excuse is offered that the bill 
S. 2930 proposes increasing the taxable base for retirement taxes from 
$300 to $350 per month. 

I wish to point out that for nonrailroad industry when the taxable 
maximum for social-security pensions was raised in 1950 from $3,000 
to $3,600, the Federal-State unemployment taxable maximums were 
left at $3,000. Also, I note that the tripartite Federal Advisory Coun- 
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cil on Employment Security at a meeting October 26, 1953, turned 
down a proposal to recommend increasing the Federal-State unem- 
ployment taxable wage base from $3,000 to $3,600. I see no justifica- 
tion for an increase from $300 to $350 per month in the maximum 
taxable wages under the Railroad Unemployment Insurance Act when 
only $3,000 per year, or $250 a month, is taxable under the Federal- 
State unemployment laws. 

From what I have just pointed out, it is clear that the railroad sys- 
tem already far exceeds the State systems in cost to the employers. 
S. 2930 would increase that excess. 

Now look at the benefits to the employees, including those who 
have recently left the industry, to see how those under the railroad 
law compare with those in other industries under State laws. 

The railroad law provides sickness and maternity benefits solely at 
the expense of the railroads. Only 4 State laws provide sickness bene- 
fits and in each of those 4 States the expense of sickness benefits is 
borne in whole or in most part by the employees. 

Disregarding sickness and maternity benefits, and considering only 
unemployment benefits per week of total unemployment, the average 
under the railroad law for the last 6 months of 1953 was $29 contrasted 
with the States’ average for the calendar year 1953 of only $23.58. 

If you look at the table from which the $23.58 comes, you will see 
that no State is as high as the $29 railroad figure except Alaska. Every 
one of them is below except Alaska. 

Senator Gotpwater. That was a point I had in question there. Then 
you would say that it is true that this bill would make the railroad 
unemployment minimum benefit as high as the maximum of the State 
system ? 

Mr. Squtre. Yes. The point I am making right here is that the 
average unemyloyment benefits paid per week is about $29 for the 
railroads under the present railroad law. S. 2930, of course, would 
raise that about 20 percent, or a little more; whereas, the last figure 
for the States’ average under their laws is $23.58. No one of the 
States, except Alaska, exceeds the $29 or even comes up to it. That is 
not this bill, the $29, but is what is in effect in our law now before any 
increase is made. 

Equally startling is the following comparison of certain employ- 
ment benefit figures contrasting weighted averages of the State laws 
with averages for the present and proposed railroad law: 





States’ Railroads 
Provision weighted ED 
ora Present law 8. 2930 
Minimum weekly benefits _- ‘ ss $8. 92 $15. 00 $29. 10 
Maximum weekly benefits... . | 28.31 | 37. 50 40. 00 
Maximum total benefits payable in a year. - | 704. 47 975.00 | 1, 040. 00 














Maximum weeks of total unemployment payable_-_-.___~- 25 26 | 26 


Nore.—The above figures for the States omit allowances for dependents because such allowances amount 
to less than 1 percent of the total paid by the States for unemployment. State averages given in the above 
table are somewhat higher than those on page 12 of my statement attached to the report of the Board on 8, 
2930 because these averages include amendments to three State laws which were not taken into considera- 
tion when I prepared my statement. 


For the minimum above the States’ average is a little less than $19. 
The present railroad law is $15 a week. That would go up under S. 
2930 due to the 50 percent proviso to about $29. 
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As to the maximum money above, the present ré allroad law and the 
proposal in 8. 2930 is also very muc h se the average of the States. 
Certainly the above 7 hpes ons would indicate that the benefic- 
laries unde) the railroad law are al lread ly muc h more favor: ably treated 
than those under the State “wes and that S. 2930 would increase the 


favoritism. 


In this connection, I should like to call attention to H. R. 9709 
passed by the House July 9 and reported out of the Senate Finance 
Committee. I w stand. Monday. Among other things, it extended 
coverage for unemployment benefits to the 24% million Federal Gov- 
ernment employees. In doing so, it did not give them preferential 
treatment as the present railroad law does for railroad employees. 
In LH. A. 09 provides unemployment compensation for Federal 
el plane s “in the same amount, on the same terms, and subject to the 
same conditions” as would be in effect if the Federal employee were 


covered by the une ‘mployme nt compensation law of the State to which 

“as oned’ or in which he resided. It does not purport to 
change in any way the benefit rates nor duration of unemployment 
payme nts nor restrictions and safe souards | in the State laws in provid- 
ing for payment of unemployment compensation to Federal employees. 


THE 50 PERCENT PROVISO 


This is the provision in section 304 of S. 2950 that, in effect, all the 
lower benefit rates in the present law be increased to half the claimant’s 


daily rate of compensation. This sounds simple, but would result 
in the grossest inequities and also in difficulties of administration. It 
would, in effect. sabeiiiuke daily benefit rates of about $6 or more for 


the first 6 brackets 33 to $5.50) of the present schedule of benefit rates, 
because few daily rates of pay on railroads are now less than $1.50 
per hour, or $12 per day. 

Incidentally, it would create the anomalous situation of the rail- 
road unemployment minimum being higher than most of the State 
maximums per week. 

It would make the railroad minimum $6 a day, or $30 a week. Very 
few of the State maximums today are $30 a week. 

Of the regular railroad employees, most. earn over $3,000 per year 
and under the present law are entitled to $7 or $7.50 per day for unem- 
ployment. However, there are a few hundred thousand casual or 
temporary railroad workers every year. Under the present law 4 or 
5 weeks’ work in the base year with $300 earnings entitles one to 
+5 per day unemployment for a maximum of 150 days. 

The 50 percent proviso proposed in S. 2930 would entitle him to $6 
per day, nearly as much as a regular ri nilead employee who has spent 
years in the railroad indus stry. While many regular railroad em- 
ployees would benefit from this 50 percent proviso, the greatest benefit 
from it would go to casual and te mporary workers. 

As an illustration of the large number who quit or are laid off with 
only a part year of railroad work, I cite for the calendar year 1952, the 
last year for which such figures are readily available, the number of 
men who worked on railroads in only 2 to 6 months of the year: 
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2 months’ work 114, 497 
3 months’ work Poss ‘ bi ee aad ie S2, 841 
f months’ work oe . ae ti4, 891 
» months’ work os 19, 458 
6 months’ work 12, 776 

Total gk el ees bee sae Sim eon ena a aia 354, 463 


Senator Gotpwarer. Do you have the total employment of the rail- 
road workers ? 

Mr. Squire. Today the average number is about 1,400,000. 

Senator Gotpwater. Would that include the 354,000 / 

Mr. Seurre. Not all of them because that 1,400,000 counts the em- 
ployment as of one time. It does not count the turnover. The total 
number of men, different individuals who in any one year work on 
railroads is 1,800,000 or 2 million, including those that go in and 
ut and work a short time. 

I used 2 months here because a good many of those men have enough 
credits to make the $300 required to entitle them to unemployment 
benefits. I stopped with 6 months with the thought those men have 
nough time left during that year so that most of them have worked 
outside the railroad industry, many of them at least, presumably under 
State unemployment laws 

The oreater number of iediane casual or seasonal workers, although 
the above figures also include new em ployees who commenced work 
n the last half of the year and also include regular railroad men whose 
jobs nave abolished because of dieselization or were out of railroad work 
for other reasons, it would seem certain that in the remaining 6 or 
more months of the year a substantial portion of these casuals earned 
in nonrailroad work enough to qualify for State unemployment bene- 
fits in addition to their qualifications for railroad unemployment. 

I do not mean to indicate all of these by any means, but a great many 
tens of thousands, certainly did qualify under both State and railroad 
law for unemployment. 

They cannot draw both benefits—railroad and State—at the same 
time. Under the present railroad law most of these men would be 
entitled to $3 to $4.50 per day railroad unemployment benefits; where- 
as, under S. 2930 they would be entitled to $6 or more a d: iy, or $30 
or more a week, which in many cases would be substantially more than 
they could get from a State for nonrailroad work performed subse- 
quent to their railroad jobs. 

Inasmuch as the railroad law permits a man to draw unemploy- 

nent money from one and a half to ne arly two and a half years after 
his last railroad work, it can be seen that there will be a strong induce- 
ment for thousands who have a choice to register for railroad unem- 
ployment benefits even if their attachment to nonrailroad work en- 
titling them to State unemployment benefits was more recent and of 
greater duration than their railroad work. 

None of the State laws base unemployment benefit rates on daily 
rate of pay such as is proposed by the 50 percent presase in S. 2930. 
A common provision in State laws specifies weekly benefit rates as 
one-twenty-fifth or one-twenty-sixth of earnings in the highest quar- 
ter. Inasmuch as there are 13 weeks in a quarter, that means weekly 
benefits of approximately 50 percent of the average weekly earnings 
in the highest calendar quarter. Superficially, that may appear to be 
approximately the same as the 50 percent proviso in S. 2930. But it 
is not. 
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In the first place, many men, particularly of those most likely to 
become unemployed, miss some workdays out of a quarter. In the 
second place, these State laws all have maximums (only 2 of them are 
as high as $30 without dependent’s allowances) ; whereas, the railroad 
maximum under the present law is $37.50 a week. There are some 
States whose formulas are more liberal than the above and call for 
weekly benefits of one-twentieth of the earnings of the highest quar- 
ter, but such a liberal appearing formula does no good to a man who 
has had good earnings because practically all of those State laws 
specify maximums limiting his benefits to less than $30 per week. 

The State laws contain limitations that are not in the railroad law, 
the most important being the limitation of total unemployment bene- 
fits to commonly one-third of the base year earnings. The following 
table shows the State limitations on total benefits compared with base 
year earnings required for maximum benefits. 

(The table referred to follows :) 


Mazimum unemployment benefits under State laws and earnings required for 
the maximum 
{Amounts of benefits do not include dependeat’s benefits; the total ainount of such benefits is less than 1 
percent of total payments for unemployment in the United States] 














Earnings Beans: Earnings . 
State required mum State required oon 

in base benefits in base t fits 

period period roe 
Alabama. -- $1, 318 $440 Nevada $2, 337 | $780 
Alaska ‘ 3, 000 910 || New Hampshire 2, 400 7380 
Arizona 1, 200 400 New Jersey 1, 522 780 
Arkansas 990 352 New Mexico 1, 720 
California 1, 558 780 New York a 7380 
Colorado 1, 680 560 || North Carolina 3, 7 
Connecticut 2, 280 780 North Dakota 7 520 
Delaware 2, 598 650 Ohio 1, 560 780 
District of Columbia ¢ 400 || Oklahoma 1, 845 616 
Florida * 320 || Oregon 1, 950 650 
Georgia 2 520 Pennsylvania 2, 281 780 
Hawaii 500 Rhode Island 2, 400 650 
Idaho 2 650 || South Carolina 600 360 
Illinois 2 702 || South Dakota 2, 300 500 
Indiana 2 540 Tennessee 1, 300 572 
low : 1 520 Texas 2, 400 480 
Kansas 1 560 | Utah 2, 500 715 
Kentucky 2 728 | Vermont 750 500 
Louisiana 1, 497 500 | Virginia 1, 489 384 
Maine 2. 540 || Washington 2, 500 780. 
Maryland 3 780 || West Virginia 3, 000 720 
Massachusetts 2 650 W iseonsin 2, 432 874 
Michigan 2, 730 780 W yoming 3, 000 780 
Minnesota. 3, 000 780 Railroad, present law 3, 500 975 
Mississippi 900 480 || Railroad, S. 2930 300 1,040 
Missouri 1,812 600 || Railroad, H. R. 7840 as 
Montana 945 460 reported by House com- 
Nebraska 1, 540 520 mittec 1, 105 1, 105 


Mr. Squire. At the bottom of the table I have shown for the rail- 
road present law, S. 2930, and the bill reported out of the House, the 
figures which can be compared with the individual State figures shown 
above. 

The adjudication and payment of claims under the Railroad Unem- 
ployment Insurance Act, instead of continuing to be as simple and 
economical as it is now, would be made more complex and more 
costly and there would be more delays in payments if the 50-percent 
proviso in the bill were adopted. 
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The method of benefit rates based on the few earnings categories 
used in the present law was advocated at length by representatives 
of the labor organizations in the hearings on che or iginal bill in 1938 
on the ground of simplicity, ease of understanding, and 1g peo 
of pay ments. It was then adopted and has stood the test of 15 yea 
In the 1953 fiscal year there were only 3,600 complaints as to benefit 
rates out of 380,000 cases, and the complaints were all settled without 
a single formal appeal. 

Under the formula in the present law the checking and certifica- 
tion of a large proportion of the claims is a ted the day they 
are received in a regional office. This is possible because the claimant 
already has received from the Board a card stating his base-year 
earnings or, if he has lost the card, the information is obtained from 
the Board’s Chicago headquarters wage record by teletype. 

Under the proposed 50-percent proviso requiring last daily wage 
rates, there would certainly be more delays—just how much cannot 
be told without experience. The increased cost is estimated at several 
hundred thousand dollars a year to the Board and probably several 
hundred thousand a year to the railroads for furnishing the required 
additional information. The bill as reported out of the House calls 
for the daily rate for the last day of the base year, instead of the last 
day worked. That change was supposed to substantially reduce the 
extra administrative cost and the delays. Actually, all that change 
would accomplish would be a reduction of less than 20 percent in the 
extra work and an earlier verification in cases where the payroll on 
which the man’s name was carried was being processed. 

Basically the proposed 50-percent po is an attempt to graft 
onto the present law, which bases the benefit rate on total earnings in 
the base year, a feature which might appear to be somewhat similar to 
the provisions of many State laws kick base the benefit rate on 
earnings in a single quarter or in the period immediately preceding 
the beginning of unemployment. 

However, the proposal in 8. 2930 omits entirely the safeguards and 
limitations that are in these State laws. These safeguards are in the 
form of provisions requiring total base-period wages of some such 
figure as 30 times the weekly benefit amount to be eligible for benefits 
or of provisions which restrict the total benefits payable in the year 
to a fraction—commonly one-third—of the total base-year earnings. 

That concludes my statement, Mr. Chairman. 

Senator GotpwatTer. I have just one question to ask on your testi- 
mony. On page 10, paragraph 2, you say that in the fiscal year of 
1953 there were only 3,600 complaints as to benefit rates out of the 
380,000 cases. What was the nature of these complaints? 

Mr. Squire. I am sorry; I am not familiar enough with that so I 

can really answer. I know generally what it would be, of course. 
Suppose a man is given a benefit rate of $4 and he claims that his 
earnings in that year were high enough so he ought to have $4.50 a 
day. That would be the kind of a complaint. 

I assume that in most cases it was a matter of correspondence or a 
man calling at one of our offices to be shown that is all he did get or 
all he isentitled to. Ina few cases we made an error. 

Senator GoLpwater. Were there a large number of these 3,600 that 
would be complaints against the size of the benefit rate? 
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Mr. Squire. That would be the point, of course. We would use $4 


a day in figuring the man’s une en dpeii check, and he thought it 
ought to he S450. That \\ ould he »source of these complaints, 

Senator GoLpwWATer. You pol ae out that in your opinion the Un- 
employn ent Insurance Act is more liberal than the States. Are there 
any other ways in which this act is more liberal? Are there benefits 
paid that are not paid, that are not paid by the States / 

Mr. Squire. By far the largest and most important are the sickness 
benefits, then the maternity benefits which amount to about $3 million 
year. | h it 1s smal] compared with the s1eky Ss. The present sick- 
‘ss benefits run about forty-five or fifty million dollars a year. In my 
COTM pal sons he re | iave i@nored tho ( 


ness 


Senator Gotpwarer. Sickness benefits run forty-five to fifty million 
lo I] rsa Ve ur é 

Mr. Squire. Yes. 

Senator GOLDWATER. Does the act also provide benefits for strikers ? 

Mr. Squire. Yes, provided the strike is not in violation of the Rail- 
way Labor Act or the rules and regulations of the labor organization. 

Senator Gotpwarer. In other words, you would not pay a wildcat 
striker / 

Mr. Squire. I think all State laws, practically all of them, at least, 
proh bit payment of unemployment benetits to those on strike. Our 
law cliffers 1 udically in that lag gate 

Senator Gotpwarer. You do not pay wildeat strikers; that is, one 
who strikes in violation of his contract or the union contract ? 

Mr. Squire. Not any more. 

Senator Gotpwarer. Those are all the questions I have to ask, Mr. 
oquire. I am SOrry that the rest of the committee has not come in. 
By a strange coincidence they are all on a conference on the education 
bill. Ifere comes Mr. Murray now. 

Mr. Squire. Thank you 


Senator Gotpwarrr. Colonel Kelly has asked if he might make a 
rief statement. IT will give him that privilege. 


FURTHER STATEMENT OF RAYMOND J. KELLY, CHAIRMAN, 
RAILROAD RETIREMENT BOARD 


Mr. Kenny. Being the Chairman of the Board and representing the 
publ C, I can unde eerie the » labor men on one side and the carrier 
members on the other differing in reference to legislation. I had 
hoped to avoid testifying directly on this, but I believe in order to 
clarify my stand I should make a brief statement along the lines of 
the one I made at the House hearing. 

lL favor the amendments to the Railroad Retirement Act as set forth 
in part Lof S. 2930. The administrative problem posed by this section 
of the proposed amendments are minor and, if part IT is also enacted, 
funds will be available to pay the increased benefits. 

[ also feel that unemployment insurance benefits should be in- 
creased. This is in line with the President’s economic message wherein 
it is recommended that unemployment insurance benefits should ap- 
proximate one-half an employee's regular earnings. I differ on the 
method of effecting the increase. 
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In any system of unemployment insurance, I believe it is essential to 
the Nation’s economy and the employees’ welfare that unemployment 
insurance benefits be paid promptly when due. 

At the time of the House hearings, I felt and I still feel that we do 
not need a new and more complicated formula in order to get higher 
benefit rates. I believe that we could get these results by sticking to 
the present type of formula in which the benefit rate is based upon the 
emplovee’s earnings in the base year, and by revising the scale of bene- 
fits upward. Accordingly, I proposed to the House Committee on In- 
terstate and Foreign Commerce that the increase be accomplished in 
the following manner : 

1. Increase the amount recognized as compensation in any one 
month from $300 to $350 (as provided in Sec. 305 of S. 2930). 

2. Add a new top benefit rate of $5.50 for earnings of $4,000 and 
over. 

3. Split the lowest 2 wage brackets into 8 with benefit rates of $3, 
$3.50, and $4. 

1. Raise remaining benefit rates by 50 cents. 

A comparison of the present table of benefit rates and this proposed 
table of benefit rates is set forth below, and I request it be inserted in 
the record at this point. 


Pre I 

Daily Daily 

| I t benefi ol nefi 

ite t 

$300 to $474.99 $3.00 $300 to $390.99 $3. 
$475 to $749.99 , 50 $400 to $499.00 3. 50 
S750 to $999.99 100 $500 to $749.99 400 
$1,000 to $1,299.99 1.50 $750 to $999.99 4. 5 
$1,300 to $1,599.99 § ( $1,000 to $1,299.99 5 00 
$1,600 to $1,999.99 5.50 = $1,300 to $1,599.99 5. AO 
$2,000 to $2,499.99 6. 04 $1,600 to $1,999.09 6. 00 
$2,500 to $2,999.99 6.50 | $2,000 to $2,499.99 6. 50 
$3,000 to $3,499.99 7.0 $2,500 to $2,499.99 7. 00 

$3,500 and over 0 $3,000 to $3,499.99 7 
$3,500 to $3,999.99 gO. 
$4,000 and over &. AD) 


This proposal, if adopted, would increase benefit payments by 
approxim: ately $18 million per year as compared with the estimated 
¢25 million increase that would result from the enactment of S. 2930. 
It would have the advantage of retaining intact the structure of the 
present benefit formula that has been in effect for 15 years, would 
add very little to administrative costs, and would insure the payment 
of benefits just as promptly as they are now being paid. 

So it can be seen that while I agreed at the time of the House hear 
ings that unemployment benefits should be increased in line with the 
recommendations of the President’s economic message, I differed on 
the method of bringing about an increase. 

I objected to paying benefits based on an employee’s last daily rate 
of compensation previous to his claim. The Board’s staff w: 1S of the 
opinion that adoption of such a proposal would cost about $700,000 
a year to administer and, more important, would prevent: prompt 
payment of initial benefits in most cases. For this reason, I filed a 
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separate statement at the House committee hearings setting forth 
these objections and proposing the method just covered whereby the 
results desired could be obtained without the objectionable features. 

It is my desire to have the daily benefit rate for a whole benefit year 
fixed by the compensation in the base year as this would enable the 
Board to pay benefits more promptly and with less administrative 
costs. 

There are two very important objectives I have in mind if any 
amendments are made to the Railroad Unemployment Insurance Act: 
First, the casual worker who has no substantial connection with the 
railroad industry and no intention of acquiring a permanent con- 
nection therewith should be eliminated from these benefits; and, sec- 
ond, no beneficiary should be able to collect a greater amount in bene- 
fits during the benefit year than he earned in the base year. 

The Director of the Budget in his report to the chairman of the 
House committee in the first paragraph of page 2 of said report 
pointed out that it is now possible for a casual employee who works 
5 or 6 weeks and earns a minimum of $300 in the railroad industry to 
get benefits from the Railroad Retirement Board for as much as 26 
weeks of unemployment and 26 weeks of sickness. He could thus col- 
lect in the aggregate two times as much (and in some cases more) than 
the total wages earned in the railroad industry in the base year. This 
I desire to eliminate, feeling that substantial connection with the rail- 
road industry should be a requirement for eligibility for benefits. How 
to fix the standard for such a substantial connection requires careful 
study. 

I regret that I am not able to make a recommendation of just how it 
should be accomplished at this time, but I think a careful study should 
be made of that. If it is the desire of the committee, I will try and 
get some plan to accomplish that or various plans that might accom- 
plish it in different fashions. 

Senator Gotpwater. Colonel, on page 6 of the House report on 
7840 it says: : 


Subsequently, Colonel Kelly and Mr. Harper agreed on a compromise proposal 
adopted by the committee and incorporated in the bill as reported. Under this 
proposal the daily benefit rate would be determined by the employee’s base year 
compensation in accordance with the following schedule. 

Then there is a schedule given. Did you still agree on that proposal 
incorporated in the amendment in the House ? 

Mr. Ketiy. Mr. Chairman, I would like to say this: There are some 
things in that proposal that I am very much in favor of. I have just 
talked about them in this statement. In other words, limiting the 
earnings to the base year or limiting the benefits so they cannot exceed 
his total compensation in the base year. However, at the time I agreed 
to submit this to the House committee, the figures that were submitted 
to me and upon which I based my decision in that instance were later 
on shown to be incorrect. I am not trying to blame anyone for that 
because the time was very short. We were rushed in getting this out 
because anything that was submitted Mr. Wolverton wanted on a cer- 
tain date. We got the notice on Friday and it had to go in on Tuesday. 
Our staff worked over the weekend, and the figures they came up with 
were as good estimates as they could get in that short time. Later on, 
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about 10 days later, they submitted other figures which showed that 
the first figures were incorrect. 

To show the difference, I was advised that this proposal would 
eliminate between twelve and fifteen thousand casual workers. It de- 
veloped that it would eliminate only 5,000. I was led to believe 
and I am not blaming anybody—that the cost would be not over $21% 
million more than the House bill being considered after we figured 
the savings that would be accomplished as compared to the House bill. 
Later on it was learned that increase in cost would be $5 million. So 
I feel it does not eliminate a sufficient number of the casual workers. 
It is a step in the right direction, but it does not take off enough of 
the casual workers and it costs more than it was or iginally estimated. 

Senator Gotpwarer. I have just one other question that I would like 
to ask. This is directed to you as chairman. Because of your change 
in feeling since the hearings in the House and now, I am inclined to 
believe that you might feel ‘that this whole matter should have further 
study. Am {right in that? 

Mr. Ketiy. We have given the original bill, S. 2930, considerable 
study, as the testimony of both Mr. Harper and Mr. Squire would 
show, but these proposed changes I do not believe have had sufficient 
study. 

Senator Gotpwater. You think they could be corrected by amend- 
ment on this bill S. 2930? 

Mr. Ketry. The technical part of it, I am not prepared to testify 
to, but there might be some amendments. On the top of page 7 in the 
House report the base rate of compensation starts at $400, requiring 
that the employee in order to be eligible for benefits would have to earn 
at least $400 in the base year. 

I am not prepared to give a recommendation on it at this time, but 
Tam advised by the technical staff that amount would have to be raised 

to about $600, to start with in order to eliminate a substantial number 
ot casual employees. If it were raised to $600, I am advised, it would 
probably eliminate in the neighborhood of 15,000 casual workers. It 
would not cost then any more ‘than the present bill which you are con: 
sidering. 

Senator Gotpwater. Senator Murray, do you have any questions? 

Senator Murray. No questions. 

Senator ¢ Fei eieaviak Thank you very much, Colonel. 

I will state here that the Senate convenes at 12 o’clock. However, 
if you gentlemen who have yet to testify do not mind missing lune h, 
I do not mind it a bit and we can sit right through and finish tod: ay’s 
hearings within a reasonable time. 

The next witness is Mr. Robert E ttenger, assistant vice president of 
the Association of American Railroads. The committee welcomes you 
here and appreciates your taking time to come. You may proceed in 
any manner you care to. 





STATEMENT OF ROBERT ETTENGER, ASSISTANT VICE PRESIDENT, 
ASSOCIATION OF AMERICAN RAILROADS 


Mr. Errencer. Mr. Chairman and gentlemen of the committee, my 
name is R. L. Ettenger, Jr., and I appear here for the Association of 
American Railroads in opposition to S. 2930. TI do not believe it is 
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necessary to describe that association to you; it is probab ly enough 
to say that it is a voluntary association of railroads inc luding in its 
membersh ip ailroads operating approximately 95 percent of the 
mileage of the United States and having operating revenues which are 
approximately 95 percent of the total railroad operating revenues. 

No one wi l question the vital interest of the railroads in the measure 
before you. Without canis it will increase payroll taxes under the 
Railroad Retirement Tax Act and also payroll taxes under the Rail 
road Unemployment Insurance Act by many millions of dollars a year. 
The railroads are presently in a position where they must regard with 
utmost concern any proposals which would piace a substantial addi 
tional financial burden on them. 

Before proceeding to discuss the provisions of S. 2930, it seems to 
me that the f following fact should be called to your atte ntion: The bill 
before you would affect in one way or another about a million and a 
half workers, those employed by the railroad industry. The proposals 
are to increase retirement and survivor annuities under the Railroad 
Retirement Act and for increased unemployment and sickness, includ 
ing maternity sickness, benefits under the Railroad Unemployment 
Insurance Act. These benefits are already much more liberal than 
those available to about 50 million employees covered by the Social 
Security Act and the various State unemp loyn lent compe nsation acts. 

As we have stated on many occasions, and here reiterate, the posi 
tion of ‘the railroads with respect: to increasing the cost of benefits 
under the retirement and unemployment systems is as follows: 

(1) They are unalterably opposed to any increase in taxation to 
support these syste ms, either directly or by an increase in the tax rate, 
or indirectly by an increase in the tax base. 

(2) They believe that the retirement system should be maintained 
on a sound financial basis and that the benefits under that system 
should not be raised to a point where its annual cost, on a level basis 
through the years, will be in excess of its annual tax revenues, includ 
ing an allowance for interest on the fund accumulated to pay for the 
benefits. They believe that the unemployment insurance system should 
be maintained on a comparable level with the similar Federal-State 
systems. 

The bill, S. 2930, would raise the taxable and creditable compensa- 
tion for both retirement and insurance act purposes from a maximum 
of $300 per month per employee to a maximum of $350 per month per 
employee. This would result in a large increase in the taxes required 
to be paid by the railroads in support of these acts. 

According to the Railroad Retirement Board, the proposed increase 
in the maximum compensation would increase the average annual tax- 
able payroll by 9 percent or from $5 billion to $5.45 billion. 

The railroads pay 614 percent of their taxable payroll in support of 
the retirement system. " The refore, they would immediately be faced 
with an increase in their retirement payroll taxes, should the proposal 
be adopted, equal to 614 percent of $450 million a year, or $28 million 
a year. 

Employees would, of course, be required to pay an additional $ 
million income tax on their compensation. The imposition of an addi 
tional $28 million income tax on railroad employees earning over $300 
per month would in some cases be more than, in some cases offset, and 
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in all other cases partially nullify the income-tax reduction which the 
Congress provided for all taxpayers effective as of January 1, 1954. 

For example, an individual earning $350 per month in a tax year 
beginning on or after January 1, 1954, would have his income-tax bill 
reduced by $44 a year if he had 2 dependents, $30 a year if he had 3 
dependents, and $17 a year if he had 4 dependents. But, if that in- 
dividual was a railroad worker, his tax for retirement purposes would 
be increased by $37.50 a year; and if he had 2 dependents instead of en- 
joying a $44 smaller tax, his tax reduction would only be $6.50. If he 
had 3 dependents, his income tax would not be reduced by $30 but, on 
the contrary, would be increased by $7.50. If he had 4 dependents in- 
stead of a $17 tax reduction, he would be burdened with a $20.50 tax 
increase. 

So far as the railroads are concerned, they can see no possible justi- 
fication for increasing the retirement payroll taxes when those taxes 
already are very much higher than the corresponding taxes paid by 
cther industries under the social security system. The railroad tax 
rate is now 614 percent. In the case of the industries under the social 
security system the tax rate is only 2 percent, and at its maximum—to 
be reached in 1970—will be only 314 percent. 

The railroad tax base is now subject to a maximum compensation of 
$300 per month for an employee. In the case of other industries, the 
tax base is subject to a maximum of $3,600 per year. In a word, under 
the present provisions of law providing retirement and survivor bene- 
fits, other industries—ineluding highway and air carriers—pay less 
than one-third as much tax as that paid by the railroads; and even 
after their tax rates have reached the maximum in 1970, they will pay 
only about one-half as much. 

This comparison is based on the present Railroad Retirement and 
Social Security Acts. There is a bill pending before the Senate Com- 
mittee on Finance (H. R. 9366), which has been passed by the House 
that, among other things, would increase the rate at which employers 
and employees taxes are assessed from 314 percent to 3% percent for 
the years 1970-74 and to 4 percent beginning in 1975. Also, the bill 
would increase the amount of wages to which the social security tax is 
applicable from $3,600 to $4,200 per year ($300 to $350 per month). 

However, this does not change the fact that even if the pending 
legislation should be enacted, railroads would still be paying a much 
larger tax for the purposes of the railroad retirement system than 
would other industries for the purposes of the social-security system. 
For example, even beginning in 1975, the tax rate applicable to other 
industries would be only about two-thirds as much as the tax rate 
applicable to the railroad industry. In dollars and cents, other indus- 
tries would pay a maximum of $168 in social security tax against the 
present railroad maximum payment of $225, which would become 
$262.50 if S. 2930 were enacted. 

Under these circumstances, it seems almost fantastic to suggest an 
increase in the railroad taxes for retirement purposes. In this con- 
nection, it is interesting to keep in mind that the impact upon the 
charges to the public for railroad services of the payroll taxes which 
the railroads pay to support the retirement system is grotesquely out 
of line with the impact upon the prices of the products of other indus- 
tries of their payroll taxes under the social-security system. 
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This is due not only to the discriminatory tax situation already 
referred to, but also to the fact that in the railroad industry the pay- 
roll cost is a much larger part of gross revenue than in the case of 
industry generally. The railroad payroll is about 50 percent of the 
total revenue which the railroads receive for their services. 

For al] manufacturing industries the payroll is only about 23 per- 
cent of the sale price of products. Thus, for manufacturing indus- 
tries on the average the payroll tax of 2 percent under social security 
is only about 0.45 percent of the price of the products. In sharp con- 
trast the 614 percent payroll tax of the railroads under the retirement 
system is about 3 percent of the price of their services, or about 7 times 
as much as in the case of manufacturing industries. 

Another witness will deal with the financial situation of the rail- 
roads in some detail. However, I would like to point out that railroad 
earnings are very unsatisfactory at this time and have been unsatis- 
factory throughout the postwar period despite the relatively high 
levels of traffic which have prevailed. During the 8-year postwar 
period, 1946-53, the annual rate of return earned by class I railroads 
on their depreciated investment was only 3.74 percent on the average, 
and this unsatisfactory condition is not a recent development. 

The railroads have been low earners for a very long time. Their 
average return on depreciated investment for the 30-year period 
1923-52 was only 3.69 percent. Other industries have been much more 
fortunate. During the 7-year period 1946-52, according to the figures 
published by the National City Bank of New York, manufacturing 
industries on an average have earned an annual return of about 15 
percent on their net assets. On the same basis and for the same period 
the railroads have earned an annual return of only about 4.4 percent. 

The difference between the 4.4 percent annual return and the aver- 
age of 5.74 percent to which I have referred earlier is due to the fact 
that the higher figure is calculated on net assets in the same manner 
as the National City Bank figure; whereas, the figure of 3.74 is cal- 
culated on the depreciated investment of the railroads. 

Beginning in the fall of 1953, there has been a sharp decline in the 
volume of railroad traffic. From the best estimates we can make, the 
railroads’ revenues for 1954 will be at least 10 percent lower than in 
1953. Moreover, railroad wages will be higher in 1954 than in 1953. 
Already agreements have been reached with four of the standard labor 
organizations for wage increases. If similar agreements should be 
reached with the others, the labor bill of the railroads will be increased 
almost $200 million per year. 

I shall leave the detail to Mr. Getty who will follow me. I merely 
want to point out that for the postwar period as a whole, railroad earn- 
ings have been wholly inadequate and that there is every indication 
that the earnings will be even more inadequate for the year 1954. 

The bill, S. 2930, would increase the maximum taxable compensation 
for unemployment insurance purposes by $50, the same as proposed for 
retirement purposes. It is to be remembered, however, that the un- 
employment system is supported solely by taxes paid by the railroads. 
As I will show, the increase in the maximum compensation for un- 
employment insurance purposes will increase the taxes of the railroads 
by many millions of dollars. 
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During the 10-year period 1938 to 1947, inclusive, the railroads paid 
the flat rate of tax, of 3 percent, to support the unemployment system. 
During this same period other industries, whose employees are covered 
by State unemployment compensation acts, although subject to a maxi- 
mum rate of 3 percent, had the benefit of experience ratings which re- 
sulted in their payment of taxes at considerably less than the maximum 

rate, dropping as low as 1.72 percent in the year 1947. 

The railroads’ excessive payments during the first 10 years caused 
the benefit fund to rise to the unjustifiable amount of almost $1 billion. 
To correct this situation, the Railroad Unemployment Insurance Act 
was amended, effective January 1, 1948, to provide for a sliding scale 
of tax rates ranging from one-half of 1 percent when the balance in 
the fund at September 30 of the preceding year is $450 million or more 
and increasing by one-half of 1 percent for each $50 million drop in the 
reserve until it reaches the maximum of 3 percent when the amount 
in the fund is less than $250 million. 

The purpose of the sliding scale was to reduce the balance in the 
benefit reserve fund to reasonable levels. 

The Railroad Retirement Board has estimated that the average an- 
nual cost of benefits and administration under the present Railroad 
Unemployment Insurance Act is 2.55 percent of a $5 billion payroll, or 
$128 million a year. That Board has estimated that the average an- 
nual cost of benefits and administration, if S. 2930 should be adopted, 
would be 2.80 percent of a $5.45 billion payroll, or $153 million a year 
Thus, the bill would increase average annual taxes payable by the rail- 
roads in support of the unemployment system by some $25 million a 
year. But, that is not the whole story. The railroads are currently 
paying a reduced tax and using up some of the surplus created during 
the years when they were paying excessive taxes to support the system. 

In the course of the hearings on H. R. 6525, in March 1952, the then 
Chairman of the Railroad Retirement Board, Mr. William J. Ken- 
nedy, said that the increased benefits provided by that bill which was 
subsequently adopted, would advance the date for an increase in the 
taxes payable by the railroads in support of the unemployment insur- 
ance system from January 1, 1961, to January 1, 1959, or by 2 years. 

The Railroad Retirement Board estimates that if the amendments 
proposed by S. 2930 be adopted, an increase in the current tax rate 
would be required about 1957. This means that the railroads will have 
to pay increased taxes 2 years earlier under the proposed amendments 
than they would under the act as it now reads. 

According to the Railroad Retirement Board’s estimates, the cost 
of benefits will be 2.75 percent of the payroll, which means that the 
rate will finally go to 3 percent of a $5.45 billion payroll or up to 
$163.5 million a year. The tax now being paid on the $5 billion pay- 
roll at the presently applicable rate of one-half of 1 percent is $25 
million. The increase to $163.5 million would not result solely from 
the bill under consideration but from the combination of that bill and 
the operation of the sliding-tax scale. 

As I have already stated, the increased unemployment tax under 
the bill would, on the average, amount to $25 million a year according 
to figures furnished by the Railroad Retirement Board. 

What I have said with respect to the railroads’ inability to pay 
increased taxes for support of the retirement system is equally applica- 
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ble to increased taxes for support of the unemployment insurance 
system. 

S. 2930 would increase the railroads’ average annual tax load by 
S28 million for the support of the retirement system and by $25 million 
for the support of the unemployment insurance system, or a total of 
$53 million. 

In brief, S. 2930 would increase the taxes payable by the railroads 
far beyond their ability to pay and far beyond any similar payment 
exacted from any other industries, including their competitors. 

I should like now to discuss the various amendments proposed by 
ng ~OSO, Before doing SO, however, I think it would be helpful to sum- 
marize the legislative history of the Railroad Retirement Act and the 
Railroad Unemployment Insurance Act. 

As the committee knows, the Railroad Retirement Act of 1934 was 
held unconstitutional in the decision of the Supreme Court handed 
down on May 6, 1953. in Retirement Board v. Alton R. Co. (295 U 
DOU), Shortly thereafter the Congress enacted the Railroad Retire- 
ment Act of 1935 and the Carriers Taxing Act of 1935, both of which 
were approved August 29, 1935. 

The railroads brought action in the United States District Court 
for the District of Columbia to enjoin the taxing act and that court 
held the act. to be invalid for the reasons given by the Supreme Court 
n condemning the 1934 statute and accordingly issued the injunction. 

President Roosevelt thereupon urged management and labor to 
reach an agreement on a satisfactory solution to the problem. An 
agreement was reached on a plan for a railroad retirement system 
and bills embodying the terms thereof introduced in Congress and 
were enacted as the Railroad Retirement Act of 1937 and the Carriers 
Taxing Act of 1937. 

The railroad-retirement system agreed upon was made more liberal 
than the system which had been set up under the Social Security Act 
It provided for every type of benefit provided under the latter system 
and on a more liberal basis. Also, some be nefits were provided which 
were not available to workers covered by social security. For example, 
retirement on account of disability provided for under the railroad- 
retirement system was not provided for under the social-security 
system. 

The Carriers Taxing Act levied a tax in equal amount upon each 
railroad and each railroad employee for all wages up to $300 per 
month. The tax began at 234 percent on each, beginning January l, 
1937, and was to be increa sed by one-fourth of 1 percent at the end 
of each 3-year period until it reached a maximum of 334 percent on 
January 1, 1949. 

In 1946 the benefits under the railroad-retirement system were 
ore: atly broadened and liberalized as a result of the enactment of 
what is commonly known as the Crosser Act. The more important 
changes included provisions made for survivor annuities, great liber- 
alization governing disability annuities, and changes in “definitions 
and in the provisions with respect to minimum annuities resultng in 
substantial increases in retirement annuities. The amendments of 
the Crosser Act, according to Railroad Retirement Board, resulted in 
an overall increase of about 40 percent in the cost of the retirement 
system. 
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The Crosser Act also increased the taxes payable by the railroads 
and the employees for the support of the system to 534 percent each 
in 1947 and 1948; 6 percent in 1949, 1950, and 1951; and 614 percent 
thereafter. 

The Railroad Retirement Act was again amended in 1948, and all 
existing and future retirement annuities and pensions were increased 
by 20 percent. 

The act was further liberalized in 1951 in many important respects; 
by an increase of 15 percent in all retirement annuities and pensions, 
by an increase of 3314 percent in all survivor annuities by providing 
for the first time for the payment of supplemental annuities to the 
spouses of annuitants and by other changes. 

Other very important amendments were those which included pro- 
visions affecting the relationships between the railroad-retirement 
system and the social-security system. —- relationships are some- 
times referred to as the “coordination” or “integration” between the 
systems. This “coordination” or “integr Tia’ > takes the form of rein- 
surance of the railroad-retirement sy stem by the social-security system. 

The law provides that there is to be transferred from the railroad- 
retirement fund to the social-security fund for each railroad employee 
the amount of tax which that employee would have paid had his rail- 
road service been service covered by the Social Security Act. In 
return, the social-security system transfers from its fund to the rail- 
road-retirement fund benefits which the employee or his survivor or 
survivors would have received had his railroad service been service 
covered by social security. 

Coming back to the amendments proposed by S. 2930, that bill would 
provide that widow s, widowers, and parents would become eligible for 
survivor benefits at age 60 in lieu of the present eligibility provision of 
age 65. This amendment would increase the costs of the railroad sys- 
tem by $23,500,000 per year. This is no similar provision for such sur- 
vivors of the 47 million workers covered by the social-security system 
and they must wait until they attain age 65 to become eligible for bene- 
fits under the present Social Security Act and under the pending bill 
(H. R. 9366) designed to amend that act. 

The bill would completely revise the disability work clause by sub- 
stituting a provision for withholding the annuity for any month in 
which the disabled annuitant earns more than $100 for the present pro- 
vision which deems the disabled annuitant to have recovered if he earns 
more than $75 in each of 6 consecutive months. The Railroad Retire- 
ment Board estimates that this substitution would reduce the costs of 
the retirement system by $1,500,000 per year. As the social-security 
system makes no provision for disability annuities, there is no similar 
provision in the Social Security Act. 

The bill would treat a child who is completely disabled for any em- 
ployment as a dependent child for survivor-benefit purposes and, ‘by so 
doing, continue survivor benefits to such child beyond age 18 and to 
the widowed mother, if any. The Railroad Retirement. Board esti- 
mates that this amendment would add $750,000 per year to the cost of 
the retirement system. There is no similar provision in the Social 
Security Act, which covers approximately 47 million workers. 

The proposed i increase from $300 per month to $350 per month in wn 
maximum compensation for purposes of the retirement system will, : 

I have already said, increase the taxes payable by employers and em- 
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ployees in the average annual amount of $28 million each, or a total 
of $56 million. Additionally, the increase will automatically increase 
both retirement and survivor annuities by reason of the formulas 
which are based on average monthly compe atte during periods of 
employment. The Railroad Retirement Board estimates that this in- 
crease W ill increase the average annual cost of retirement annuties by 
$25 million and the averag annual cost of survivor benefits by $6 mil- 
lion, or a total of $31 million. 

The proponents of S. 2930 assert that on the average employees 
would obtain retirement benefits at the ratio of $3 to $1 paid in addi- 
tional tax. That assertion is palpably wrong, as will be seen by even a 
cursory glance at the cost estimate upon which they rely to show the 
income and costs which would result from enactment of the bill. 

The cost estimate shows that the employees will pay $28 million a 
year in taxes and will receive $25 million a year in retirement benefits 
by reason of the increase from $300 to $350 per month in the maximum 
taxable and creditable compensation. In other words, the cost esti- 
mate shows that the employees would take in retirement benefits only 
$25 for each $28 they would put out in taxes. Thus, employees could 
expect to have their annuities increased by only 89 percent of their ad- 
ditional taxes, which, of course, is a far cry from the asserted 3 to 1 
ratio. 

For the record, it should be pointed out here that the increase in the 
wg is base proposed by S. 2930 

Would not increase the retirement benefits payable to the ap- 
i sade ‘ly 290,000 retired employees now on the Railroad Retire- 
ment Board’s roll. 

2. Would not increase the retirement benefits payable to the 36 per- 
cent of all railroad employees whose earnings do not exceed $300 per 
month. 

. Would not incre ase the retirement benefits of an employee with 
earnings in excess of $300 per month who dies before retiring or who 
has less than 10 years railroad services. 

4. Would increase the retirement annuity of an employee by only 
6 cents a month for each month his ee amounted to $350 
or more, and then only at cost of $3.13 in additional taxes. For 12 
months’ work at $350 per month or more, the annuity would be in- 
creased $0.69 per month and the tax bill would be $37.56. 

Senator Cooper. From what sources are these conclusions reached ? 

Mr. Evrrencer. From an analysis of the bill and from the testimony 
which has been put in before the House committee and before this 
committee, also. 

Senator Coorrr. What accountants or what organization or agency 
was involved ? 

Mr. Errencer. The Association of American Railroads. 

Thus, it would take a little over 7 years’ work at the maximum cred- 
itable compensation rate of $350 per month to increase the monthly an- 
nuity by as much as $5. This is clear proof that the increase in the 
compensation base of an employee’s annuity would be insignificant for 
a number of years. For ready reference, some ex: mples- illustrating 
the effect of increasing the compensation base, as proposed by S. 2930, 
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on the annuities of employees retiring in the future with 30 years of 
service are shown in the following table: 
(The table referred to follows) : : 


“rage cred > 
area = = Monthly annuity | 
' pensation— wader 
° ae or se ice ) 
Years of serv lee prior to July 1, | 4 he me ee aes cent cine niin nergeae 
of retirement Before After Present | 
July 1, | July 1, a S. 2030 | 
1954 1954 " 
1. 29 years, 11 months-.--.-.-.-..- | 1 month; Aug. 1, 1954 $200 $200 $124. 20 We OP Linnseee 
200 350 124. 31 124, 37 $0. O€ 
250 250) 144. 90 144. 90 | 
250 350 144. 95 145. 01 06 
300 300 165. 60 165, 60 
300 350 165. 60 165. 66 06 
2. 29 years. . ------| 1 year; July 1, 1965... 200 200 124. 20 124. 20 
' : ; 200 350 125. 58 126. 27 . 69 
250 250 144. 90 144. 90 
250 350 145. 58 146. 27 69 
300 400 164. 60 165. 60 
300 350 165. 60 166, 29 . 69 
3. 25 years .| 5 years; July 1, 1959_. 200 200 124. 20 124. 20 | 
200 350 131. 10 134. 55 | 3. 45 
250 250 144. 90 144. 90 | 
250 350 148. 35 151. 80 | 3. 45 
300 OO 165. 60 165. 60 
30) AO 165. 40 149. 05 3.4 
4. 20 years 10 years; July 1, 1964. 200 200 124. 20 124. 20 
200 350 138. 00 144, 90 6. 9O 
250 250 144. 90 144, 90 | 
250 350 151, & 158. 70 6. 90 
300 300 165. 60 165. 60 
300 350 165. 60 172. 50 | 6. 90 


Mr. Errencer. The table above shows that 1 month at a $50 increase 
in the compensation base will increase the monthly annuity by only 
6 cents. It shows that for 1 year the increase of $50 a month in the 
creditable compensation would increase the monthly annuity by 69 
cents. For 5 years’ work at a $50 a month incre nase in the creditable 
compensation, the annuity would be increased by $3.45. For 10 years’ 
work the annuity would be increased by $6.90. 

It will be noted from this table, that if the full $50 increase in credit- 
able compensation should be received for 1 month, the monthly 
anuity would be increased by 6 cents. If the increased compensation 
should be received for 12 months, 60 months, or 120 months, the 
annuity would be increased by 69 cents, $3.45, or $6.90, respectively. 

Other changes which would be made in the retirement system by 
S. 2930 ine lude provisions for (1) disregarding compensation earned 
after age 65 in computing an avant if inclusion of such compensa- 
tion would reduce the annuity; (2) payment to a widow of both a 
retirement annuity and a survivor Saceee if otherwise eligible, with- 
out offset; (3) eliminating from compensation amounts paid to dele- 
gates of labor organizations while attending meetings in the United 
States when such ‘delegates are not otherwise covered under the retire- 
ment or unemployment systems; and (4) elimination of the provision 
for the suspension of the benefit of a child over 16 when not attending 
school. 

The Railroad Retirement Board estimates that the average annual 
cost of these proposals would be $81,000 per year. 
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To summarize: The bill, S. 2930, would increase the average annual 
cost of the retirement system by— 


For widows’, widowers’ and parents’ survivor benefits_______.---- $23, 500, 000 
For a disabled child’s survivor benefits.__...._._.._._...._.....---~- 750, 000 
For retirement and survivor annuities___._.___._..----------------- 31, 000, 000 
I eR ui ereielbapab erin Aieacin icin na aiaaaitniar inn 81, 000 

sna agen aaa 55, 331, 000 
Credit account revision of disability work clause__--_.------------ 1, 500, 000 

sai sO Cd sna caleeiacenaliggingpaidmanensecanneeiininebeenias 53, 831, 000 


The retirement system is now, according to the actuaries operating 
at an annual deficit of $52,500,000 per year, and, in the absence of more 
revenue, the costs, which would be added by S. 2930, would increase 
this deficit to $106,331,000 per year. 

S. 2930 would add $56 million per year to the system’s revenues by 
increasing taxes payable by employers and employees but, as has been 
stated, the railroad employers are in no position to pay additional 
taxes. But, even if the $56 million per year of added revenue was 
obtainable, it would not make the fund solvent as the increase in costs 
attributable to the proposed amendments is $53,831,000 and the present 
deficit is $52,500,000. Thus, the deficit would remain practically 
the same. 

Before discussing the effects of S. 2930 on the railroad unemploy- 
ment insurance system, I should like to review briefly the more import- 
ant developments of the Railroad Unemployment Insurance Act. 

The unemployment insurance provisions of the Social Security 
Act of 1935 originally applied to the railroads and their employees as 
well as to other industries and their employees. 

Senator Coorrr. I hope I will not interrupt the continuity of your 
statement, but please return to the page you have just been speaking 
from. You presented figures to show the net additional cost if this 
bill should be enacted. Then you have shown the present annual deficit 
of $52,500,000 a year and you have added to this additional cost to 
increase the deficit to $106,331,000 a year. 

Are there any other credits or revenues that would come into the 
system other than the $56 million? 

Mr. Errencer. No, sir. 

Senator Coorer. Then your conclusion is that the fund would be 
left in approximately the same situation as it is today ? 

Mr. Errencer. Yes. 

Senator Coorer. There is no change in the condition of the fund ? 

Mr. Errencer. No, sir. 

Senator Cooper. Thank you. 

Mr. Errencer. Therefore, for a time, the State unemployment com- 
pensation systems covered railroads and railroad employees and the 
railroads paid the unemployment insurance taxes imposed by the 
Social Security Act and the various State acts and the railroad em- 
ployees received unemployment benefits under the State systems. 

On June 25, 1938, Congress enacted the Railroad Unemployment 
Insurance Act establishing a separate system and removing the rail- 
roads and their employees from the tax coverage of the Social Security 
Act and from coverage under State unemployment compensation sys- 
tems. In order to finance the system the railroads were required to pay 
a flat 3 percent payroll tax up to $300 compensation for each employee 
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in any calendar month. The employees were not required to con- 
tribute nm support the system. 

In the begin ning the Railroad U nemploy ment Insurance Act pro- 
vided for benefits ranging from $1.75 to $3 per day for a maximum 
of 80 days in any 1 benefit year. The daily benefit amount depended 
upon the earnings of an employee involved in his so-called base year. 
The maximum total amount payable in a benefit year was $240. The 
minimum weekly benefit was sh ghtly less than $7 and the maximum 
weekly benefit slightly less th $12. 

Senator Gotpwater. | wid oe that I felt we could sit here and 
liste throughout the afternoon. However. that requires unanimous 
consent agreement on the floor, and both the majority and minority 
leaders are anxious that all members be on the floor during this debate 
on the atomic energy bill. Therefore, it is regrettable that I have to 
announce we will have to report to the floor in the next few minutes. 

I want to have an executive session before that. So if you do not 
mind in terrupting your testimony at this — we can recess this 
meeting until Mond: ay morning at 10 o'clock when you can resume at 
this point. I hate to do that, but this bill is quite an argumentative 
bill. Several of the Senators on this committee want to make state- 
ments onit. Ihave to apologize. 

Mr. Errencer. That is quite all right. 

Senator Gotpwatrr. We will recess until 9:30 Monday, July 19, 
and then we can finish this matter. 

Senator Hm. May I ask the chairman, does he think we can finish 
the hearings and go into executive session, too ? 

Senator Gotpwater. This gentleman has at least a half hour left. 
Mr. Getty’s testimony has to do with the financial implications of this. 
A lot of it is in the form of charts, but there are some questions on 
it. Mr, Fort would have a half hour to an hour. I think there might 
be a chance of an executive session on Monday, but there would be 
chance sometime next year. 

Are there any other comments? 

The meeting will stand in recess, and the subcommittee will remain 
for a short executive session. 

(Whereupon, at 12 noon, the meeting was recessed, to reconvene at 
10 a.m., Monday, July 19, 1954.) 
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Unrrep Srares SENATE, 
SUBCOMMITTEE ON THE COMMITTEE 
on Lapor AND Pusiic WELFARE, 
Washington, D.C. 

The subcommittee met at 9:30 a. m., pursuant to recess, in the Old 
Supreme Courtroom, the Capitol, Hon. Barry M. Goldwater (chair- 
man of the subcommittee) presiding. 

Present: Senators Goldwater (presiding), Cooper, Upton, and 
Murray. 

Also present: John D. Stringer, professional staff member. 

Senator Gotpwater. The subcommittee will come to order. 

Again I want to apologize on behalf of the other members of the 
committee for their tardiness. You all realize the extreme rush of 
trying to get through this session, and the fact there is a filibuster on 
on the atomic bill does not help matters a bit. So I am hopeful some 
of the members can get here before this testimony is over. 

Before continuing with Mr. Ettenger’s statement, I would like to 
submit a letter received from Mr. C. J. Hitchcock, president of the 
Railroad Employees Clubs of America, Inc., to be inserted into the 
record. 

(The letter referred to follows:) 


STATEMENT OF C. J. HircHcocK, KANSAS CITY, MO., PBESIDENT, RAILROAD 
EMPLOYEES CLUBS OF AMERICA, INC, 


My name is C. J. Hitchcock, Sr. I am a conductor for the Milwaukee Railroad 
with over 27 years’ seniority. I reside at 214 North Elmwood Avenue, Kansas 
City, Mo. I am president of the Railroad Employees Clubs of America, Inc., a 
social and educational group comprised of railroad, pullman, and express em- 
ployees. Our organization represents men and women from all crafts. Our 
major interest is adequate, assured security and its protection. Any employee 
who signs our petitions, by so doing, shows he or she concurs with our 5-point 
program, to-wit, a pension after 30 years of service, optional retirement at 60, 
a pension equal to not less than one-half one’s salary to a ceiling of $5,000 to be 
based on the 5 highest years of one’s salary or earnings, widow to draw a pen- 
sion of one-half her husband’s earned annuity at the age of 50, minimum pension 
of $150 per month. We have no compulsory dues. Being a nonprofit social and 
educational organization with no salaried officers, our only expense is printing 
and postage contacts in more than 500 railroad terminals. These expenses are 
paid by volunteer dues and contributions. Members and supporters of our 
organization have sent petitions and letters to all Members of Congress from all 
parts of these United States. From my own home terminal we mailed more 
than 9,000 signers. To any doubter, we suggest he contact railroad, pullman, and 
express employees in his district or State, mail them a questionnaire and get 


99 








100 AMEND RAILROAD RETIREMENT ACT 


their opinion. I make this statement because of the fact, back in 1932, the Rail 
road Employees Pension Asso¢ ion, a rank-and-file movement, received a tre- 
mendous a unt of opposition from most of the railroad brotherhood leaders, but 
regardle of opposition the railroad employees put the present Railroad 
Retirement Act through Congress without one dissenting vote. 

One of our members referred a letter to us from a Congressman who stated 
in one of his paragraphs, and I quote, “I want to do all I can to give greater 


benefits to railroad employees wishing to retire and those already retired, but 
I am interested in a sound pension and the reports of actuaries.” To this Con- 


gressinan, or anyone else, I say this Congressman in my opinion has not given 
our ( ind even a casual study or consideration from the reports of actuaries 
for and against and there were both in the 1951 hearings. He gives no consider- 
ation to the fact that the Civil Service Retirement Act has been in operation for 
about 54 years and gives all the benefits we ask for and the employees only pay 
6 percent, al they have a reserve fund of more than $5 billion in reserve. This 
should be sufficient evidence to anyone to understand our position in also believ- 
ing that it is also sound to grant the benefits set forth in our petitions at the 
same cost 


We contend if it is feasible for Government employees to enjoy all the benefits 
set forth in our 5-point program and pay only 6 percent without any actual cash 
subsidy from the Government, why isn’t it just as feasible for all railroad 
employees to receive the same benefits at the same cost of only 6 percent? To 
those who say the Railroad Retirement Board pays out more benefits, I say we 
also pay 644 percent plus another 644 percent paid by the railroads, or a total 
of 1214 percent If we could have all the benefits we ask for and which Govern- 
ment employees have had for more than 26 years it would save, at the same cost, 
quite a sum for the railroads and give the railroad employees more take-home 
pay. 

Mr. Goldwater and members of this committee, we respectfully request you 
give no consideration to the many so-called joker amendments offered to confuse 
and burden the deliberations of this committee. By joker amendments I mean 
any amendments pertaining to any benefit not beneficial to retirement. 

Mr. Goldwater, as you and no doubt all members of your committee have read 
the hearings of committee on railroad retirement amendments in 1951, I will not 
take up the valuable time of your committee with a lot of statistics pro and con, 
which without a doubt every member of this committee is well acquainted with. 
I do wish to ask you and members of this committee to give favorable considera- 
tion to our demand made in our petitions, for needed increased pension benefits, 
which are now long overdue. 

I wish to state every member of our organization is bitterly opposed to any 
idea of a merge with social security As we have paid and still do pay more 
than 3 times plus the same payment by the railroads, if we would receive 4 times 
more in benefits at age 60, this would be the only fair basis for a mutual agree- 
ment with employees. As the railroad employees were the ones to establish the 
present Railroad Retirement Act, it is their right to express their individual vote 
on any change desired. In this respect we wish to point out that signers of our 
petition are opposed to H. R. 7840 and want Congress to pass H. R. 5269 sup- 
ported by 95 percent of all railroad workers. 

I wish to state I have carefully followed the progress, the reserve increase and 
have carefully studied all testimony presented during the Senate and House 
hearings on proposed changes and cannot see any reason for delay in giving 
railroad employees these needed benefits and that these additional benefits may 
be granted without increasing our tax payments. 

I am mindful of the fact that you, Mr. Goldwater, and members of your com- 
mittee are surrounded by experts who will give testimony pro and con on every 
phase of the Railroad Retirement Act. I am appealing to you, Mr. Goldwater, 
and all members of this committee in the interest of thousands of railroad em 
ployees that my concern is that relief be provided by amendments to the present 
Railroad Retirement Act as set forth in our letters and petitions to Congress- 
men from all parts of these United States. 

Testimony given out in the hearings of 1951 by persons interested in the wel- 
fare of those already pensioned and those desiring to retire at age 60 brought 
out conditions repugnant to our highly advertised American way of life. These 
people are victims of a frozen pension law over which they have no control. Con- 
gress as custodian of the Railroad Retirement Act, is obligated to provide these 
requested amendments to the Railroad Retirement Act. 
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Now, Mr. Goldwater, and all members of this committee, in conclusion, I ap- 
preciate the opportunity you have offered me as a representative of many thous- 
ands of active and retired railroad employees throughout the United States to 
present this statement to you and the committee members in their behalf. They 
Share my confidence that this committee will take prompt action in granting our 
request for needed amendments as set forth in our petitions. 

Senator Gotpwarer. Mr. Ettenger, you were well along on your 
testimony when you were interr upted the other d: ay. I think you were 
on page 15, the beginning of the last paragraph. You may resume any 
way you see fit. 


STATEMENT OF R. L. ETTENGER, JR.—Resumed 


Mr. Errencer. When the hearing recessed last Wednesday, I had 
completed my discussion of the Railroad Retirement Act and the pro- 
posed amendments and had started to discuss the Railroad Unem- 
ployment Insurance Act. As I had pointed out, the cunemploy ment 
insurance provisions of the Social Security Act of 1935 originally ap- 
plied to the railroad and their employees as well as to other industries 
and their employees; that in June 1938 Congress enacted legislation 
which beginning July 1, 1939, removed the railroads and their em- 
ployees from coverage under the Federal-State systems and established 
a new separate Federal system for railroad unemployment insurance. 
The new system was financed by flat 3-percent payroll tax imposed 
upon railroad employers only on their employees’ compensation up to 
$300 per month. 

The original Railroad Unemployment Insurance Act provided 
benefits ranging from $1.75 to $3 per day for 80 days of unemployment 
in any one benefit year, the amount payable to each individual being 
de pendent upon his base year earnings. 

The minimum weekly benefit was slightly less than $7 and the maxi- 
mum weekly benefit was slightly less than $12. The sosiatiaiatets benefit 
in the benefit year was $240. 

On October 10, 1940, the benefit provisions of the Railroad Unem- 
ployment Insurance Act was greatly liberalized. The benefit sched- 
ule was amended by adding $3.50 and a $4 rate. The maximum of 
days of benefits in a given benefit year was increased from 80 to 100. As 
a result of certain technical changes, all weekly benefit rates were in- 
creased. The minimum rate was increased from under $7 per week to 
$8.75 per week and the maximum weekly rate was increased from 
slightly less than $12 to $20. The maximum total of benefits payable 
in a benefit year was increased from $240 to $400. Based on actual 
experience the 1940 amendments resulted in an increase of 60 percent 
in the overall cost of benefits. 

In 1946 sweeping and important changes were made in the Unem- 
ployment, Insurance Act by what is commonly referred to as the 
Crosser Act. Additional benefit rate brackets were added, one of 
$4.50 and the other of $5. The maximum number of days for which 
benefits were payable in the benefit year was increased from 100 to 130, 
from 20 weeks to 26 weeks of benefits. The maximum weekly rate for 
unemployment was increased to $25 and the maximum total amount 
payable in a benefit year was increased from $400 to $650. Of the 
greatest importance was the fact that these increased benefits were not 
only payable for unemployment but were also made payable in the 
event of inability to work because of disability due to injury from 
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whatever cause or sickness of any description, including what the act 
refers to as maternity sickness. 

The Railroad Retirement Board’s 1947 report shows that of the un- 
employment benefits paid for the fiscal year June 30, 1947, some 20 
percent resulted from the Crosser Act amendments. 

I have already referred to the 1948 amendments to the Unemploy- 
ment Insurance Act which substituted a graduated scale of taxes on 
the employers for the support of the system in lieu of the flat 3 percent 
payroll tax which the railroads had paid since July 1, 1939, and no 
further reference to those amendments need be made here. 

In 1952 the act was again amended and daily benefit rates of $5.50, 
$6, $6.50, $7, and $7.50 were added to the benefit schedule. The maxi- 
mum weekly rate for unemployment became $37.50 and the maximum 
total amount of benefits payable for unemployment during the bene- 
fit year became $975. An additional change in the law provided that 
in order to be eligible for neh ty eaciet “benefits an employee must 
have earned in his base year $300. The amount which had been re- 
quired up to 1952 was $150. 

During the hearings on the bill which became the 1952 amendments 
to the Unemployment Insurance Act, the Railroad Retirement Board 
estimated that the bill would increase the cost of benefits under the 
act by 40 percent. 

The increase of 40 percent in unemployment benefits resulting from 
the 1952 amendments was on top of the increase of over 20 percent from 
the 1946 amendments which was on top of the 60 percent increase 
from the 1940 amendments. Thus, since the enactment of the Railroad 
Unemployment Insurance Act unemployment benefits have been in- 
creased by at least 169 percent. The maximum weekly rate for unem- 
ployment has been increased from slightly less than $12 to $37.50, or 
204 percent; and the maximum number of days for which benefits are 
payable in a benefit year has been increased from 80 to 130, or 6214 
percent. The maximum total amount of benefits payable to an indi- 
vidual for unemployment during a benefit year has been increased 
from $240 to $975, over 300 percent. 

In noting the striking i increases in unemployment benefits it should 
be remembered that the statute now provides for cash sickness and 
maternity benefits in addition to and at the same rates and total 
amounts as the unemployment benefits. 

It should also be pointed out that the daily benefit schedule under 
the Unemployment Insurance Act is constructed in such a way that 
any substantial increase in wage levels automatically increases unem- 
ployment benefit levels. The average increase of at least 169 percent 
in unemployment benefits resulting from the amendments of 1940, 
1946, and 1952 takes no account whatever of the large increases in 
benefits which automatically resulted from the increase in railroad- 
wage levels since 1939. As I shall subsequently show, benefits under 
the Railroad Unemployment Insurance Act are substantially greater 
than those available to employees covered by the State unemployment 
compensation acts. 

In the discussion of the amendments proposed by S. 2930 to the Rail- 
road Unemployment Insurance Act, I shall use the terms “benefit 
year” and “base year.” It might be well to have in mind how these 
terms are defined in sections 1 (m) and (n) of the act. Section 1 
(m) reads: 
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The term “benefit year” means the 12-month period beginning July 1 of any 
year and ending June 30 of the next year, except that a registration period be- 
ginning in June and ending in July shall be deemed to be in the benefit year end- 
ing in such month of June. 


Section 1 (n) reads: 


The term “base year’ means the completed calendar year immediately pre 
ceding the beginning of the benefit year. 


The receipt of compensation totaling $300 or more in a base year 
entitled an unemployed individual to benefits for 130 days of unem- 
ployment and 130 days of sickness in his benefit year. 

I have already shown the tax effect of increasing the maximum com- 
pensation from $300 per month to $350 per month for unemployment 
purposes and that the railroads, which pay all of the cost of the unem- 
ployment system, are in no position to pay any increased taxes. 

Section 304 of S. 2930 would make the present maximum daily bene- 
fit rate of $7.50 per day applicable to individuals whose compensation 
in their base year ranged from $3,500 to $3,999.99 instead of $3,500 
or more; add a new daily benefit rate of $8 for individuals whose com- 
pensation in their base years was $4,000 and more; and add a provision 
to the effect that the daily benefit rate shall not be less than one-half— 
of the daily rate of compensation for the employee’s last employment in which 
he engaged for an employer preceding the registration period * * * 
but not to exceed $8 per day. 

I wish to address myself first to the proposal for increasing the daily 
benefit rate to an amount not less than 50 percent of the last daily rate 
of compensation, but not to exceed $8. The proponents of this amend- 
ment state that: 

Our recommendation that the daily benefit rate be set at not less than 50 per- 
cent of the last daily wage rate in railroad employment, but not to exceed $8, 
is consistent with the recent recommendation regarding Federal-State unemploy- 
ment insurance systems made by the President in his Economic Report trans- 
mitted to the Congress (see H. Doc. 289, pp. 97 and 98). 

It does not appear that the provision in section 304 of S. 2930 is con- 
sistent with the President’s recommendation which, as it appears in 
the Economic Report (H. Doc. No. 289, pp. 97 and 98) reads: 

Amount of benefits: A second inadequacy is the size of benefits. Originally, 
upon the recommendation of the President’s Committee on Economie Security 
in 1935, the States set benefits generally at 50 percent of weekly wages. How- 
ever, they also fixed dollar maximums which have since significantly curtailed 
the benefits. The effective ratio of average weekly unemployment benefits to 
average weekly wages of covered workers was 43 percent in 1938. Since then, 
with dollar maximums failing to keep pace with rising wage levels, the effective 
ratio has fallen to 33 percent. At present, these maximums are typically between 
$20 and $30 weekly. It is suggested that the States raise these dollar maximums 
so that the payments to the great majority of the beneficiaries may equal at least 
half their regular earnings. 

While the term “regular earnings” is not defined, it is certainly 
reasonable to assume that it relates to the amount received during 
some period and not merely to the daily rate of pay on the last day 
of employment. The propsal in S. 2930 would increase benefits to 
one-half of the daily rate of pay of the last work performed without 
regard to the amount of regular earnings and, therefore, is quite a dif- 
ferent proposal from that contained in the report. 

The suggestion in the report was addressed to the State acts and 
not to the Railroad Unemployment Insurance Act and appears to be 
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based in large measure on the decline in the effective rates of average 
weekly unemployment benefits to average weekly wages from 43 per- 
cent in 1938 to 33 percent. The Railroad Retirement Board’s figures 
show just the opposite trend as the rates of average weekly unemploy- 
ment benefits to average, weekly wages under the railroad system 
increased from 26.3 percent in 1940 to 39.7 percent in 1953. 

The adoption of the 50 percent of-the-last-daily-wage proposal 
would, as a practical matter, wipe out the first 6 daily benefit rates 
now provided by the act. The schedule of the rates presently in the 
act, together with the maximum payable for unemployment and for 
sickness, is: 


Maximum benefits 








Daily ee ee ed 

T< npensation during base year benefit For either un- | For both un- 

rate | employment employment 

| or sickness, and sickness, 

130 days 260 days 

$300 to $474.99 . = $3.00 | $390 | $680 
$475 to $749.99 . : 3. 50 | 455 910 
$750 to $999.99 ait. atta eke 4.00 | §20 | 1,040 
$1,000 to $1,299.99__ os ‘ 4. 50 | 585 1,170 
$1,300 to $1,599.99___ r ae 5.00 650 1,300 
I 5. 50 | 715 1, 430 
$2,000 to $2,499.99. ___- x. 6.00 | 78 ae) 
ore oa 999.99... cb ; a 6. 50 | 845 1, 690 
3,000 to $3,499.99. __ oS 7.00 | 910 | 1, 820 
$3,500 and over__...__. i Bias . 7. 50 | 975 | 1, 950 


In that table I show the compensation required to qualify for the 
benefits, the daily benefit rate and the maximum benefits for either 
unemployment or sickness and for both unemployment and sickness. 
The first rate of $3 is applicable when earnings are from $300 to $474. 
They can get benefits for 130 days under either program, and that 
makes $390 for either unemployment or sickness or $780 for both un- 
employment and sickness. 

The table progresses through the several rates, the last one being 
$7.50 and the maximum for either unemployment or sickness is $975, 
and for both unemployment and sickness is $1,950. 

The minimum hourly rate of railroad employees is substantially 
$1.50, so that earnings for an 8-hour day would be $12 and the mini- 
mum daily benefit rate under the proposed amendment would be $6. 
The minimum weekly benefit rate for total unemployment would be 
$30 which is as high as the maximum weekly benefit for total unem- 
ployment payable account of an individual under all of the 51 State 
acts, except Alaska which would pay $35, and Wisconsin which would 
pay $33. 

The establishment of the $6 minimum rate for minimum daily un- 
employment benefits would double the present minimum of $3, would 
increase the $3.50 bracket by 71 percent, would increase the $4 bracket 
by 50 percent, would increase the $4.50 bracket by 33 percent, would 
increase the $5 bracket by 20 percent, and would increase the $5.50 
bracket by 9 percent. To illustrate the effect of what would happen, 
I offer the following sample, which while probably somewhat extreme 
is by no means unlikely. 

In the summer of 1953 an 18-year-old boy obtained employment on 
a railroad for some 214 months as a fireman. His earnings for this 
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period of time were approximately $600, but the daily rate on his last 
job was $15. On the basis of this $600 of earnings he would be entitled 
under the bill to $910 of unemployment benefits plus $910 of sickness 
benefits, or a total of $1,820 during the year beginning July 1, 1954. 
The maximum benefits would be three times the amount of his actual 
earnings. 

At this point, I should like to direct your attention to what we be- 
lieve to be a wholly unjustifiable feature of the present act which would 
be further exaggerated by the 50 percent of last daily wage provision 
in S. 2930. This feature has to do with the payment, under certain 
conditions, of benefits for time lost because of injury or sickness, in- 
cluding so-called maternity sickness. The railroads are the only in- 
dustry in the United States required to pay all of the costs of benefits 
payable for loss of wages due to injury or sickness. And, they must 
pay these benefits w hether or not such i injury or sickness occurs within 
a reasonably proximate date of last employment in the railroad 
industry. 

In the cited example of temporary work as a fireman during the 
summer of 1953, the boy was employed for about 244 months. If his 
work terminated in September 1953, he could dra benefits for an 
injury or sickness incurred in June 1955 or some 21 months later. We 
can see no rational basis why a man who is not working in the railroad 
industry, and who has not worked in the railroad industry for many 
months, should be paid benefits out of the railroad unemployment 
benefit fund because of an injury or sickness incurred long after he 
left the railroad industry and long after he might reasonably be ex- 
pected to have been employed by some other industry. 

Another example would be that of an individual who worked full 
time in December 1953 and January 1954. Such an individual would 
have earnings of at least $300 in each of 2 calendar years and would 
be eligible for unemployment benefits in each of the 2 succeeding 
benefit years; i. e., during the period July 1, 1954, to June 30, 1956. If 
such an individual was injured or became sick i in June 19! 56, some 29 
months after his last railroad service with a railroad, he would be 
eligible for sickness benefits. The railroads should not be required to 
pay benefits based on such remote employment. No other industry is 
called upon to pay similar benefits. 

The maternity benefit provisions of the present act are equally— 
and possible more—unjustifiable. For example, a woman quits her 
work with a railroad to get married, with no intention of again en- 
gaging in work of any kind. She moves to a different location with 
her husband. Some months later she becomes pregnant and goes to 
a field office of the Railroad Retirement Board to see if she can get any 
benefits under the Railroad Unemployment Insurance Act during her 
maternity period. Of course, she can. So, she is paid benefits for the 
full maternity period, although she still has no intention of returning 
to work for a railroad. The maternity period could begin at a date 
as far removed as 29 months after she quit her job with the railroad. 
It is import: int to note that the benefits paid to maternity sickness 
beneficiaries averaged $755 during the fiscal year 1953 

The adoption of S. 2930 would aggravate ‘these unjustifiable situ- 
ations by at least doubling the present minimum daily benefit rate. 

It seems clear to us that if there is to be any amendment of the Rail- 
road Unemployment Insurance Act, it should be to eliminate all mater- 
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nity benefit payments and to limit injury and sickness benefit pay- 
ments to person who have been in railroad service within a reasonable 
time—say 30 to 60 days—of the injury or sickness for which benefits 
are c sl] aime d. 

A very natural question, it seems to me, is, How do the unemploy- 
ment benefit provisions for railroad workers under the present law 
compare with the unemployment benefit provisions for workers under 
the State systems? 

The railroad system, in addition to paying benefits for unemploy- 
ment due to lack of work, includes a provision for payment of benefits 
in the case of unemployment due to injury or sickness solely at the ex- 
pense of the railroads, and no State has such a provision. Four 
States—Rhode Island, California, New Jersey, and New York—have 
a sickness program. In 2 of the 4, namely, Rhode Island and Cali- 
fornia, the cost of the program is borne solely by employees. In New 
Jersey, three-fourths of the cost is borne by employees and one-fourth 
by employe rs. In New York, employees pay one-half of 1 percent of 
their wages to support the program, and any cost in excess of these 
taxes is payable by employers. 

This fact alone—injury and sickness benefits—would make the rail- 
road system much more liberal than any State system even if they were 
otherwise on an equal basis. The fact is, however, that even without 

regard to sickness benefits the railroad system is far more liberal than 
the State systems taken as a whole. 

Probably the best single overall comparison is to be found in the 
amount of benefits actually paid by the railroad system and the State 
systems. The records of the Railroad Retirement Board show that the 
weekly payment under the railroad system for total unemployment 
averaged $29.50 for the benefit year ended June 30, 1953. Figures for 
the same benefit under the State systems are not av ailable for the year, 
but for the last month of that year—June 1953—the average weekly 
payment for total employment was only $23.23. Other significant fac- 
tors are compared in the following table: 





States, 
Provision weighted | Railroads 

average! | 

| 
Minimum weekly benefits (low, $3; high, $15) ; — sil — $8. 92 $15.00 
Maximum weekly benefits (low, $20; high, $35 aa, | $28. 31 $37. 50 
Maximum total benefits payableina year (low, $320, high, $910).._.___..._.._.._. $704. 47 | $975.00 
Maximum weeks of total unemployment payable (low, 16; high, 2614)_....___..__.} 25 26 


1 Computed by weighting Solent for each State by duitliad’ of beneficiaries in calendar year 1952. 





Note.—Dependents’ allowances are excluded because they constitute only about 1 percent of the total 
payments by the States. Ifincluded, there would be 5 States under which maximum weekly benefits could 
exceed $37.50; viz. Alaska, $70; Connecticut, $45; Maryland, $38; Michigan, $42; and Nevada, $50. 

The amounts shown as applicable to the railroad system cover only 
the one program of unemployment due to lack of work. In addition, 
identically the same amounts are payable for unemployment due to 
injury or sickness, including so-called maternity sickness. Thus, it 
seems clear that railroad employees are more liberally provided for in 
the case of unemployment, including unemployment ‘caused by injury 
or sickness, than are the employees ‘of other industries, including the 
competitors of the railroads. 
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And, it must be remembered that the costs of operating both the 
railroad system and the State systems are paid solely by employers. 
Certainly, it could not be argued that an unemployed railroad worker 
is more disadvantaged by unemployment than is his neighbor who is 
employed in some other industry. 

It follows that the present spread between the railroad system and 
the State systems should not be widened. This is particularly true in 
light of the fact that the railroad system covers 1.4 million employees 
or 3.8 percent of the 36.6 million employees covered by the State 
systems. 

In comparing the railroad unemployment system with the 51 Fed- 
eral-State systems, averages and significant factors are helpful but 
they cannot show how much more generous the provisions for railroad 
workers are than the provisions made for other workers by the several 
States. Therefore, 1 have prepared the attached table comparing 
benefits payable under the present Railroad Unemployment Insurance 
Act with the benefits proposed by S. 2930 and with the benefits pay- 
able under each of the State acts. 

(The table referred to follows:) 
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Specific a can be made by looking at this table. For 
example: Under the present Railroad U nemploy: ment Insurance Act, 
there is no special requirement with respect to employment so long 
as the base year earnings amount to not less than $300. S. 2930 would 
not change this qualifying provision. Kentucky and New Hamp- 
shire have an identical qualifying provision. But, under the present 
Railroad Une mployment Insurance Act the minimum weekly benefit 
is $15 and under S. 2930 it would be $29.10. Under the Kentucky act 
the minimum uae benefit is $8 and under the New Hampshire act 
it is $7. 

As benefits are payable for 26 weeks under all 3 acts, the minimum 
benefit for 26 weeks under the present railroad act is $390; under S 
2930 it would be $756.60; under the Kentucky act it is $208; and under 
the New Hampshire act it is $182. The maximum weekly benefit 
under the present railroad act is $37.50; under S. 2930 it would be $40; 
under the Kentucky act it is $28; and under the New Hampshire act 
it is $30. The maximum benefits for the full 26 weeks total $975, 
$1,040, $728, and $780, respectively. 

The qualifying provision in Alabama ee Spin base-period earnings 
of 35 times the minimum weekly benefit of $6, or $210 of which at least 
$112.01 must have been earned in 1 quarter. Total benefits are lim- 
ited to one-third of the base-period earnings which at the minimum 
provides $70. In Alabama, the maximum weekly benefit is $22, pay- 
able for 20 weeks, which totals $440. 

In Arizona the qualifying provision requires base-period earnings 
of 30 times the minimum weekly benefit of $5, or $150, plus earnings 
in at least 2 quarters. Total benefits are limited to one-third of the 
base period earnings, which at the minimum provides $50. Maximum 
weekly benefits are payable at the rate of $20 for 20 weeks or in the 
total amount of $400. 

In Montana there is no employment requirement so long as wages 
earned in the base period are at least $255. The minimum weekly 
benefit is $7, payable for 20 weeks, or a total of $140. The maximum 
weekly benefit is $23, payable for 20 weeks, or a total of $450. 

Sickness benefits, including maternity sickness benefits which are 
provided under the railroad act in the same equivalent amount as 
unemployment benefits at the sole cost of ee employer, are not avail- 
able in any of the five enumerated States: i. e., Kentucky, New Hamp- 
shire, Alabama, Arizona, or Montana. 

From the table, identical comparison can be made with any State 
of 51 which have "unemployment compensation acts. Particularly to 
be noted is that no State provides sickness benefits, while they are pro- 
vided at the cost of the employers under the Railroad Unemploy- 
ment Insurance Act. 

Bringing the minimum and the maximum provisions described above 
together i in summary form we see: 
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Minimum Maximum 
Weekly Total Weekly Total 

Railroad Unemployment Insurance Act: | | 

a . = jal $15. 00 $390. 00 | $37. 50 | $975 

8. 2930 ‘ = Kictond | 29. 10 756. 60 40. 00 1, 040 
Kentucky ES ; : 8. 00 208. 00 28. 00 | 728 
New Hi: ampshire : cisa 7.00 182. 00 | 30.00 | 780 
eee ; a | 6. 00 70. 00 | 22. 00 440 
BM si dndvtviptosodwhatbhaawehdéhescatédates | 5. 00 50. 00 20. 00 400 
Montana 


peatawse eeeues : a eee 7.00 140. 00 23. 00 460 


t will be readily noted that the present railroad minimum weekly 
benefit is more than twice as much as any of the 4 of the 5 listed 
States. The only exception is Kentucky, which has a minimum of $8 
as compared with the railroad minimum of $15. Also, that as to 
maximum the present railroad act provides a larger weekly benefit and 
a larger total in a benefit year than any of the five listed States. 

In addition to the foregoing, the planograph table shows that under 
the present Railroad Unemployment Insurance Act both minimum 
benefits and maximum benefits for unemployment are greater than 
similar benefits provided under any of the 51 so-called State systems, 
in addition to which the railroads provide at their sole expense sickness 
and maternity sickness benefits. 

At this point I should like to state that 3 of the 51 State acts have 
been paren amended. California’s amendment, which was enacted 
April 9, 1954, and became effective July 1, 1954, does not change the 
previously existing minimum weekly benefit rate of $10, but does 
increase the maximum weekly benefit rate from $25 to $30. Michi- 
gan’s amendment which was enacted May 9, 1954, and became effective 
June 27, 1954, increases the minimum weekly benefit from $6 to $10, 
the maximum weekly benefit from $27 to $30, and the maximum num- 
ber of weeks for which the benefit is payable from 20 to 26. The 
Virginia amendment which was enacted March 11, 1954, and became 
effective May 1, 1954, makes no change in the minimum weekly benefit 
of $6 but does increase the maximum weekly benefit from $22 to $24. 

It should not be overlooked that each of these three amendments was 
enacted subsequent to the publication of the President’s economic 
message referred to above. 

Also, it will be noted from the table that with only 2 exceptions, 
the maximum weekly benefit rate in any of the States is only $30, 
while S. 2930 would make that rate, for all practical purposes, the 
minimum rate for railroad employees. 

That finishes my prepared statement, Mr. Chairman. 

Senator Gotpwater. Senator Cooper, do you have any questions? 

Senator Coorrr. Yes, sir. 

On page 20 and the following page you raise question about the 
maiere ne sickness benefits and the periods in which benefits can be 

‘laimed for injury or sickness even though there may be a year or 
more after the base period. They are now part of the present act, are 
they not? 

Mr. Errencer. Yes. 

Senator Coorer. How long have they been a part of the present act ? 

Mr. Errencer. They came into being July 1, 1939, when the act 
started. 
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Senator Coorrr. Then they have been in the act since its enactment. 

Mr. Errencer. It is due to the fact we used the uniform base year 
as the calendar year and the benefit year for the fiscal year following 
the base year. ; 

Senator Coorer. At the time of their enactment, or placed in the 
act, was there objection at that time on the part of the railroads to 
these provisions / 

Mr. Errencer. Yes, sir. on 

Senator Coorrr. Has there been a constant objection? Has the act 
been amended to the maternity sickness benefits ? , 

Mr. Errencer. The sickness benefits, including maternity sickness, 
came in 1946. Of course, they were strenuously objected to when they 
were entered because they cost a lot of money. They have been men- 
tioned at every subsequent hearing to show how far removed they 
could be from a connection with the railroad industry. It is wrong, 
I think. A person working in January of 1954 and who draws a 
sickness benefit in June 1956, it just does not look quite right. 

Senator Coorrr. When the bill was first enacted did the railroads 
object to that provision at the time ? 

Mr. Errencer. We did not have sickness benefits when the bill was 
first enacted. 

Senator Cooper. When the sickness benefits first became a part of 
the law, did you object to that deferred period in which benefits might 
become available ? 

Mr. Errencer. The objection ran to the theory of grafting on an 
unemployment bill a sickness benefit provision which was not in any 
other comparable State act. 

Senator Cooprr. Maybe you do not want to argue someone else’s 
case, but what was the philosophy or the reason behind this particular 
type of benefit and the extension of time over which a benefit could be 
enjoyed ? 

Mr. Errencer. The extension of time is the mechanics of the present 
act. Unemployment benefits can be obtained for the same periods. 
The only difference is that a maternity period started on the last day 
available, that is to say, June 30, and goes right on through into the 
next benefit year. Once started, it never stops. 

Senator Cooper. Is there any other system in which they have a 
like provision ? 

Mr. Errencer. No, sir. 

Senator Coorrr. For the extension of time? 

Mr. Errencer. They have a like provision in unemployment. 
benefits. 

Senator Coorrr. In what system ? 

Mr. Errencer. If I may refer to a paper I have here, I think I can 
answer. Where they have a uniform benefit year—they have one of 
those in Kentucky ; they have the uniform benefit year there. 

Senator Coorrr. My point is, you are more familiar with these acts 
thanTam. I was first addressing myself to this provision that enables 
an employee, at least in another year and perhaps in a second year, 
to enjoy the benefits of this act of either unemployment or sickness 
benefits. Do you find that provision in the unemployment acts of 
the States you have just mentioned? You have atable here. Is that 
true inallofthe States? Does that same provision operate ? 
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Mr. Errenecer. No, sir. The uniform benefit year is in about 12 
States. 

Senator Coorrr. What is that? 

Mr. Errencer. The Railroad Unemployment Act provides what is 
known as the uniform base year and the uniform benefit year. The 
uniform benefit year is in effect in about 12 States. 

Senator Coorrr. Under the general unemployment insurance plan ? 

Mr. Errencer. Yes, sir. Of course, the uniform base year goes with 
the uniform benefit year. 

Senator Coorrer. That is all. 

Senator Gotpwarter. Senator Murray ? 

Senator Murray. No questions. 

Senator GoLtpwater. Senator Upton? 

Senator Upron. You told us that the benefits of sickness or unem- 
ployment may be had 29 months after the employee has left his em- 
ployment. You have referred to the uniform year. What relation 
has that to this period ? 

Mr. Errencer. The earnings in a base year, which is a calendar year, 
if they are $300 or more, entitle one to benefits in the succeeding fiscal 
year. If you had earnings in January 1954 and that was the only 
month, the first time you could get benefits would be July 1, 1955. 
That would carry through until June 30, 1956. That happens to be 
29 months. 

Senator Upron. That is all. 

Mr. Evrrencer. The general State rule is you have to have earnings, 
and that your base year is the four quarters preceding the quarter in 
which you become unemployed. A great majority of the States have 
that, but there are exceptions. It is supposed to be an ease of admin- 
istration. 

Senator Gotpwater. Do you have any other questions? 

Senator Upron. No. 

Senator Gorpwater. Mr. Ettenger, is there a minimum time limit 
on the employment tor receiving these health benefits? In other words, 
let’s take a woman. If a woman came to work for a railroad today, 
would she be able to receive maternity benefits tomorrow, or does she 
have to wait 4 or 5 months or 6 months ? 

Mr. Errencer. As a matter of fact, if she came today, she would 
probably never become eligible unless her maternity period started in 
July 1 of next year because the earnings of 1954 are applicable to the 
benefit year beginning July 1 next. Her maternity period starts a 
certain number of days before birth is anticipated by the doctor. 

Senator Gorpwatrr. Any employee who would come under the bene- 
fit of this act. would have to be employed through that base period ? 

Mr. Errencer. Yes. 

Senator Gotpwater. The House report on H. R. 7840 says that on 
the average, employees would obtain retirement benefits at the ratio 
of 3 to 1. You stated that employees could expect to have their an- 
nuities increased by only 89 percent of their additional taxes. Could 
you explain? 

Mr. Errencer. It could be the difference between the term benefits 
and the term retirement annuities. The employee himself—and this 
is shown by the cost table—will pay $28 million a year additional taxes. 
Employees retirement annuities would be increased only—the cost 
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would be only $25 million a year. So the employees are putting out 
$28 million to get back $25 million. 

There are other benefits that are provided by the bill; that is, reduc- 
ing the age for widows from 65 to 60 which will cost $23% million. 
Some of the employees may have that protection. So if you use the 
broad overall term “benefits,” it is one thing; if you use the term 
“retirement annuities,” what does the employee get out of it, it is 
something entirely different. 

Senator Gortpwater. You have objected to the 50 percent of last 
daily wage provision in the bill. It appears this is one of the most 
controversial features of this particular bill. Do you approve of the 
so-called compromise provision that appears in the House bill as 
amended ? 

Mr. Errencer. No, sir. 

Senator Gotpwater. Do you have any suggestion as to what should 
be done with this provision ? 

Mr. Errencer. It seems to me we need two things. The present act 
is loaded for the casual worker. The loading is increased by either 
S. 2930 or by H. R. 7840 as reported by the House. The House bill, 
and I think you may - ive had some testimony on this, limits the bene- 
fits payable for any 1 of the programs covered by the act to his base- 
period earnings. 

I believe the witness was talking solely about the one program when 
he said that the benefits could not exceed his base-period earnings. 
That is not correct. They could be 3 times as much as his base-period 
earnings because there are 3 programs. There is unemployment; there 
is unemployment due to injury or sickness; and there is unemployment 
due to maternity sickness. The limitation is placed upon each pro- 
gram, not upon the total overall. The States generally have a one- 
third of base period earnings as the maximum they can draw in the 
unemployment benefits. 

That would reduce the ability of the casual worker to draw more 
benefits than he has base-period earnings. Under the present law, 
with as little as $300 in earnings, an individual can draw $780 in bene- 
fits. Under §. 2930, with as little as $300 in earnings, he could draw 
$2,080 in benefits; possibly more if it was a woman and she added 
maternity benefits. Under H. R. 7840 as reported out, the $400 of earn- 
ings would entitle the individual to from $800 to $1,200 (depending on 
whether such individual was a man or woman) of benefits. 

Senator Gorpwarter. If the provisions in this bill that so strongly 
benefit the casual worker were amended so as to exclude an even larger 

vumber of casuals, would the railroads be inclined to remove their 
objec tion to the passage of this bill ? 

Mr. Errencer. No. It does not seem to me the 50-percent proviso, 
which is 50 percent of last daily wage, has any relationship to the 
earnings. Of course, putting in the limitation that appears in so 
many of the State acts that benefits shall not exceed one-third of base- 
period earnings would reduce the casual benefits and would go a long 
way toward correcting it. 

If you have $6 a day for $300 of earnings, and that is what we would 
expect, they could get only a hundred dollars in benefits. They would 
get only 16 days of benefits instead of the longer period if it were $3. 
They would get 33 days of benefits then. Is that socially desirable 
or not? 
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Senator Gotpwater. Following along that same line of trying to 
find some compatible grounds, would the railroads be inclined to ac- 
cept the increase in the benefit rates in the Railroad Unemployment 
Act if some of these extra benefits, maternity care, payment to strikers, 
et cetera, were curtailed ? 

Mr. Errencer. Mr. Chairman, very early in my statement I gave 
the position of the railroads with respect to these two items. For the 
retirement they are unalterably eppone to any increase in taxation to 
support the system either directly by an increase in the tax rate or in- 
directly by an increase in the tax base. They believe the retirement 
system should be kept on a sound financial basis. It is not sound now. 
It is running a deficit of $52% million a year. 

As to unemployment, we believe that the unemployment insurance 
system of the railroads should be maintained on a comparable level 
with the Federal-State systems. The table shows how far the railroad 
system is above the Federal-State systems. It cannot show all, you 
cannot condense all of that information in a short table. The limita- 
tion of one-third of earnings for benefits that is prevalent in States— 
you cannot really express that. So we would say a man has a maxi- 
mum coming to him of $20, $25, or even $30 for 26 weeks. He could get 
that maximum only if he had $780 worth of earnings at a minimum or 
maybe $900. 

Senator Gotpwater. I have no further questions of Mr. Ettenger. 

Are there other questions ? 

Senator Coorrr. There is a conflict which is very difficult for me to 
understand, a conflict between the testimony you have given and the 
testimony of the proponents of the bill, and also the table which is 
shown on page 12 of the House report with respect to the increase of 
benefits that would accrue if this bill should become law. 

On page 12 of the House report there is a table which indicates a 
large increase in aggregate benefits to certain classes of workers. I 
gather from what you say that there are practically no benefits. Isn’t 
it correct that if this bill should become law that in general while there 
would not be any large benefits that would accrue to the older workers 
and those who pay the bill, but younger workers over a period of time, 
benefits would be built up which would accrue to them ? 

Mr. Errencer. Senator, the table is correct “if.” It has so many 
“if’s” in it that it makes it difficult. That is why I used the cost table. 
If the man works and if he lives to be retirement age and if he then 
lives 12% years after he retires, then the table is correct; but these 
“if’s” in there—— 

Senator Coorrer. Those “if’s” are in any system, you know. 

Mr. Errencer. I do not think so. The cost table shows that the re- 
tirement benefits are going to be increased on the average for the aver- 
age person by $25 million a year and the taxes are going to be $28 
million a year. You start a group of men out at age 40, and a lot of 
them are not going to live to retirement age. Also, the table you 
referred to is predicated on retirement at 65, and it is all right. But 
the experience shows that the retirement age of railroad annuitants is 
68. If you are 68, you do not have a 12%-year life expectancy; you 
have an 11%-year life expectancy. 

Senator Gotpwater. Mr. Ettenger, it is a pleasure to have had you 
here. We regret we had to interrupt your testimony the other day, 
but I am sure you understand the position we are all in today. 
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The next gentleman to testify before the committee is Mr. Graham 
E. Getty who is assistant vice preside “nt and assistant director of the 
Bureau of Railway Economics, Association of American Railroads. 

Mr. Getty. 


STATEMENT OF GRAHAM E. GETTY, ASSISTANT DIRECTOR, BUREAU 
OF RAILWAY ECONOMICS, AND ASSISTANT VICE PRESIDENT, 
ASSOCIATION OF AMERICAN RAILROADS 


Senator Gotpwarter. It is nice to have you come before us. You 
may proceed in any way you see fit. 

Mr. Gerry. Mr. Chairman and gentlemen of the committee, for the 
record my name is Graham FE. Getty. I am assistant vice president 
of the Association of American Railroads and assistant director of 
the Bureau of Railway Economics, a department of the association. 

I appear here on behalf of Member Rhodes of the Association of 
American Railroads in opposition to S. 2930. Mr. Ettenger has out- 
lined to you the principal features of the bill and has estimated the 
cost at something more than $50 million annually to the railroads. It 
will be my purpose to discuss the ability of the railroads te meet this 
new cost at this particular time. 

My statement is in two parts, the first part being the text and the 
second part a series of statistical tables, the s significant features of 
which are commented upon in the text. 

My statement will deal with the financial results of railroad opera- 
tion in the United States, with particular emphasis on the sharp 
decline in net earnings experienced since termination of hostilities in 
Korea about a year ago. 

Senator Cooper. We may have to answer the rollcall, but we expect 
to hear you. 

Mr. Gerry. Shall I continue ? 

Senator Coorer. Please do. 

Mr. Gerry. As a result of that decline, and giving consideration to 
the decreased purchasing power of the dollar, railroad earnings in the 
first 5 months of 1954 were actually less than in the depression period 
of the thirties. There are no indications at present pointing to im- 
provement in the situation in the remaining months of the year. 
Obviously, additional costs imposed upon the railroads at this time 
will lead to most serious consequences. 

To aid in my presentation I have prepared an exhibit consisting of 
11 tables, which pictures the very small margin of profit on which the 
railroad industry is operated, even during periods of great national 
prosperity. That margin is so narrow that even a moderate drop in 
general business activity, such as that being experienced at the pres- 
ent time, raises serious financial problems for the industry. 

(The tables referred to follow :) 
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THE RarroaD FINANCIAL SITUATION 


Association of American Railroads, Bureau of Railway Economics, 
Washington, D. C., July 1954 
TARBLI I Operating revenues, net railway operating income, and rate of 
return—Railways of class I in the United States, 1925-29 and 1941-53 


Net railway operati 


income 








Net inves Operati - eenean 
ment ! revenues 
, eine Rate of re 
Year nillions ili An ¢ ty mn net 
mi s ir t 
) 4 

1925-29. $6, 206. 6 $1, 165.3 §. 11 
1941 46, 7 998. 3 4.30 
1942 7. 465.8 1, 484, 5 6. 36 
1943 9, 054. 7 1 1,8 5. 78 
1944 », 436.8 1, 106.3 4.70 
1945 8, 902. 2 852. 1 3.70 
1946 7 7.7 620. 1 2.75 
1947 8, 684, 9 780. 7 3. 44 
1948 ) 671.7 1, 002. 0 4.31 
1949 8, 580. 1 686. 5 2. S88 
1950 9, 473. 1 1, 039.7 | 4. 28 
1951 10, 390. ¢ 942. 5 3. 76 
1952 10, 580. 8 1, O78. 2 4.16 
1953 26, 465. 9 10, 664. 3 1, 109. 4 4.19 


1 Includes investment in road and equipment (after deducting accrued depreci 
defense projects) plus material and supply inventories and cash, Average as of 


mortization of 


lend ol year. 





TABLE II.—The downturn in railroad traffic and earnings—Railways of class I 
in the United States 











| Tota) for 
Period I a corresponding Perc it 
period 1 | increase 
pel 
Reve 1e ti miles (thousand | t 
I 71 hs 3 34 150 | 2.1 
Last 5 montl 2 7 4 2 164, 276 | 16.1 
os | 
4 | 
First 5 ; 220, 000, 004 249, 064, 480 | 111.7 
Total op Ss 19 , 
Fir é mo / $6, 3 $5, 911 980 | 5.8 
Last 5 months 4 1, 4, 670, 332, 641 15.5 
| 
| 1954 195 
First 5 months.. | 3,805, 777, 942 4, | 113.6 
Net railway operating income: | 1953 | 2 
First 7 months... ‘ 643, 257, 67 24, 404 | 27.7 
Last 5 months 466, 176, 661 | 574, 588, 280 118.9 
1954 196 
First 5 months-. 265, 542, 524 | 448, 751, 912 | 1 40.8 
Net income: | 
First 7 months 489, 433 | 40.9 
Last 5 months 381, , 80 | 1 22.3 
First 5 months.. | 2166, 000, 00 338, 000, 000 1 50.9 





1 Decrease 
2 Partially estimated 
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TABLE II].—Revenue carloadings—Railways of class I in the Untted States, 
26 weeks ended June 26 


Decrease under 1953 











Period 1954 1953 aaa LS eee 
Cars Percent 

4 weeks of January__. 2, 967, 321 3, 351, 041 720 11.5 
5 weeks of February__-.-_---- 2, 461, 745 2, 730, 301 , 556 | 9.8 
4 weeks of March nai 2, 411, 835 2, 801, 445 , 610 | 13.9 
4 weeks of April é 2, 445, 157 2, 957, 088 931 17.3 
5 weeks of May__.--- ee 3, 344, 719 3, 883, 088 3, 369 13.9 
4 weeks of June 2, 730, 266 3, 203, 769 , 503 14.8 
Total 26 weeks... a : 16, 361, 043 18, 926, 732 2, 565, 689 13.6 

l'otal for corresponding 26 weeks of otal for corresponding 26 weeks of—Con. 
1953 ; iesicesininspdics.) Rg A 1945... ; 21, 278, 546 
= acon 18, 535, 925 1944_.._. ; - 21, 285, 201 
1951 xe i —_— 19, 918, 313 IS. ccc —— .-- 20,331, 377 
1950... bncemaw .- 17, 884, 750 1942 sia . ve .. 21, 140, 607 
1949_._.. aus .- 18, 737, 082 1941... 2 ‘ .... 19,976, 920 
1948 _. oe -. 20,827, 510 Se nnetitevudomnaot ; haved 16, 914, 535 
1947 : spunnand 21, 669, 597 1939. .... ish eee SC 

1946__- ee Ee 19, 015, 862 | 


TABLE IV.—Ratio net income to net assets of leading corporations—1925-29 and 
1941-58 


| Public 
| : utilities 
a a ; ies Mining Trade (electric, Service 
; cee a and (retail and gas, and con- Finance 
Year ae ations quarrying | wholesale) | telephone, | struction 
| porations and tele- 
graph) | 
| 
(1) | (2) (3) (4) (5) | (6) | (7) 
1925-29. 6.5 11.0 (*) ( 1 (1) | (4) 
1941 4.7 12.4 7.8 11.3 6.7 8.8 | ne 
1942 8.4 10. 1 7.4 9.9 6.2 1.1] 6.9 
1943 7.8 9.9 a2 10. 1 6.6 12.5 8.0 
1o44 5.7 .8 8.0 10.4 6.6 11.3 7.7 
1945 3.6 9.3 ven 10.9 6.7 11.8 7.6 
1946 2.3 12. 1 9.4 21.9 8.2 19.4 6.4 
1947 ™ 3.8 17.1 16.0 18.4 8.0 14,2 6.7 
1948 5.3 18.2 20. 5 18. 2 8.6 | 10. 1 8.1 
1949 3.2 13.9 12.0 13. 4 8.8 9.9 | 9.1 
1950 5.6 17.1 13. 2 15.0 9.9 10. 4 | 9.0 
1951 4.8 14. 4 13.0 11.5 9.0 10.4 | 7.9 
1952 5.6 12.3 10. 1 10. 1 9.0 11,1 8.2 
1953 5.7 12.5 8.1 9.9 9.2 11.0 8.3 


1 Not reported. 


_ NOTE.—Net income is taken as reported, after depreciation, interest, taxes, and other charges and reserves, 
but before dividends. Net assets include book value of outstanding preferred and common stock and sur- 
plus account at beginning of each year. 


Source: National City Bank of New York, 





4 
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TABLE V.—Ratio of net earnings to total operating revenues—Railways of class I 
in the United States, 1925-29 and 1941-54 


Net railway operating 
Total | income 
operating 
revenues 
Year (millions) Amount Cents per 
(millions) | dollar of gross 


(1) (2) (3) 

1925-29 os . $6, 207 $1, 165 18.8 
1941 : ‘ ‘ 5, 347 998 18.7 
1942 ns a 7, 466 1, 485 19.9 
1943 : j 9, 055 1, 360 15.0 
1944 9, 437 1, 106 11.7 
1945 8, 902 852 9.6 
1946___ 7, 628 620 8.1 
1947 8, 685 781 9.0 
1948 : z 9, 672 1, 002 10.4 
1949 x 8, 580 686 8.0 
1950__. 9, 473 1,040 11.0 
1951... ; 10, 391 43 9.1 
1952 ‘ > oe ot 10, 581 1,078 10.2 
1953 ; - ‘ ‘ 10, 664 1, 109 10.4 
1954 (5 months) . 3, 806 266 ve 


TABLE VI.—Distribution of railroad operating dollar, 1925-29 and 1958—Rail- 
ways of class I in the United States 


Cents per dollar of gross 


tem - os — 
1925-29 | 1953 | Increase 

Operating revenue 100.0 100. 0 
Wages and salaries (operating) 43.0 47.5 4.5 
Payroll taxes_... ba 2.7 2.7 
Total wage costs 43.0 50. 2 7.2 
Other operating expenses and rents... 32.0 31.0 11.0 
Taxes, other than payroll 6.2 8.4 2.2 
Total expenses and taxes_. 81.2 89.6 8.4 
Net railway operating income... 18.8 10.4 18.4 


1 Decrease. 
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Distribution of commercial intercity freight traffic 
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TABLE IX.—Employees and compensation—Railways of class I in the United 
States, 1925-29 and 1939 to 1953 


A verage Index of 


Average Total com- | straight time | straight time 


number of 














Ye 7 eile pensation hourly rate hourly rate 
ear employees canta) |(1995—20 = 100) 
1) | 2) (3 (4) 
1925-29 1, 740, 567 | 63. 5 100. 0 
1939 987, 943 | 74.0 116. 5 
1940 1, 026, 956 | 74.2 | 116.9 
1941 . 1, 139, 753 | 76.9 | 121.1 
1942 ps 1, 271, 077 | 83.5 | 131.5 
1943 1, 355, 114 | 89.3 140. 6 
1944 1, 413, 672 93.0 | 146. 5 
1945 1, 420, 266 | 93.3 | 146. 9 
1946 1, 358, 838 | 111.7 | 175.9 
1947 1, 351, 961 | 117.5 185. 0 
1948 1 | 131.3 206. 8 
1949 i 144. 1 226.9 
1950 1, | 1157.8 248. 5 
1951 1 175.7 276. 7 
1952 1184.5 | 290. 6 
1953 188. 9 297. 5 
| | 





1 Includes retroactive payments, 


TABLE X.—IJndex of average unit prices of railroad fuels, material, and supplies, 
and composite index of unit prices and wage rates 


[1947-49 = 100] 

















Index of | Combined 

| charge-out Index of index of 

Year | price s of wage rates | prices and 

materials | wages 
(1) (2) (3) 
| 

Saini _ 52.0 56.5 | 55. 2 
eth antbitieds - 56. 6 55.4 
1941... 4 MSE? F Siuen | 58.7 57.7 
1942... id 2 Liebatd i 60.0 | 63.7 62. 6 
0 Sa ee ae Ainietecdatanidue . _— = ‘ 64.5 68. 2 67.1 
‘ ait “ 67.5 71.0 70.0 
é 69.3 71.2 70. 6 
nici ale “ cant adh | 75.4 85.3 82.3 
bdebetdinaals ited atddat beet 4 er 88.8 89.7 89.4 
tai e 104. 7 100. 2 101.6 
ewene ownne . aeaccces . 106. 4 | 110.0 108. 9 
ith ana caceiedl : ag dB ee | 105.7 1 120.5 116. 1 
seen eel ae - 4 . peeran 117.5 1134.1 ye | 
shade evened jietenieals . biseishés 4 wer 119.1 1140.8 134.3 
atti beds Re ile ed 122.0 144. 2 137.5 


1‘ Includes retroactive pay increases. 
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TaBLE XI Ratio of wages and salaries to value of sales—Railroads and 
manufacturing industries’ 











Industry 1952 1939 
Railroads—class I. .-- 0.4 46. 6 
Transportation equipment (except automot 41.1 35.8 
Printing and publishing 36.3 39.5 
Leather and leather products 35.6 29.3 
Iron and steel and their product 33.6 29. 4 
fachinery (except electrical) 31.7 31.1 
Stone, clay, and glass products 30.9 29.8 
Electrical machinery 30.1 34.2 
Textile mill products 26.1 29.0 
Paper and allied product 25. 1 24.9 
Rubber products 23.1 21.1 
All manufacturing . 22.8 22.1 
Chemicals and allied product 18.9 15.4 
Automo tomobile equipme 18.0 23.0 
Food and k *ts (including beverage 11.6 12.3 
Tobacco 7.0 7.3 
Pro 1 coal 1 4.7 
! Railroads: Ratios computed from repo the Interstate Commerce Comm on 
Manufacturing: Computed from ita of 1 S. Department of Commerce— Wage and salaries from 
National Income Supplement to Survey of Current Business, 1951 edition, pp. 160-161, and July 1953 Survey 
of Current Business, p. 16; value of sales from ‘Industry Survey,’’ September 1951, p. 13, and December 
1953 Survey of Current Business, p. 22 


FINANCIAL STATISTICS 


The statistics set forth in table I and most of the other tables in my 
exhibit cover line-haul railways of class I, or those with operating 
revenues of $1 million or more per year. In all cases where the data 
are available, I have used the period 1925-29 as a base or starting 
point because that is the most recent period of peacetime industrial 
activity comparable with the post-World War II years. 

Table I is a general summary sheet showing the net investment in 
railroad properties (column 1), total operating revenues received for 
transportation services performed (column 2), net railway operating 
income, or what is left out of revenues after paying operating expenses, 
net rents, and taxes (column 3), and the rate of return earned on net 
investment (column 4). 

Comparing the year 1953 with the annual average for the 1925-29 
period, it will be noted that the investment in railroad properties 
increased by 16 percent and the revenues taken in from operations 
increased by 72 percent, yet net earnings declined by 5 percent. Giv- 
ing weight to the decreased purchasing power of the dollar, railroad 
net earnings in 1953 were only about half those of the 1925-29 period. 

The rate of return earned on net property investment in 1953, not 
giving any weight to reduced purchasing power of the dollar, was 
nearly a full percentage point below the 1925-29 average, being 4.19 
percent in 1953 compared with an average return of 5.11 percent in 
the 1925-29 period. Looking down column 4, it will be noted that 
the highest rate of return earned by the railroads in the 8 postwar 
years 1946-53 was 4.51 percent in 1948. For the 8-year period as a 
whole, the average return was only 8.74 percent, a very low return 
during a period in which industrial concerns generally were experienc- 
ing their greatest prosperity. P 

The low state of railroad earnings during the postwar years was 
commented upon by the Interstate Commerce Commission in its 
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decision of April 11, 1952, in Ha parte 175, in which it authorized a 
15 per cent increase in freight rates. The Commission said: 

Judged by any standard shown of record, the rates of return earned or pro- 
spectively to be earned by the railroads by the districts and regions specified in 
our former reports in this case are substandard. Some important roads are 
earning little enough that a continuance of the earnings situation will imperil 
their solvency, while some are in comfortable condition. Neither the strongest 
nor the weakest lines can control the rate adjustment; and as has been shown, 
the great body of the rail carriers are in the middle class, with aggregate earn- 
ings that for the immediate future must be considered as substandard, and inade- 
quate (284 I. C. C. 589, p. 612). 

Railroad earnings improved moderately following the rate increase 
authorized by the Commission in La parte 175, ‘but turned down 
sharply following the Korean truce in July 1953. 

Table IL of my exhibit compares the levels of railroad traffic and 
earnings before and after the cessation of hostilities. In the first 7 
months of 1953, railroad traffic, revenues, and net earnings showed con- 
siderable improvement over the results for the same period of 1952. 
Net railway operating income was up 28 percent in that period and 
net income showed an increase of 41 percent. 

Traflic, revenues, and net earnings leveled off in August but in Sep- 
tember a sharp downward trend set in, with the result that the gains 
made in the first 7 months of 1953 were virtually wiped out in the last 
5 months of the year. ‘The small increase in net earnings that remained 
at the year’s end was wholly due to the greater amount t of tax deferrals 
accruing during the year from rapid amortization of certified portions 
of defense facilities. 

Declines in railroad traffic and earnings have grown to alarming 
proportions in 1954. During the first 5 months of this year freight 
ton-miles were down nearly 12 percent, compared pe ene same months 
of 1953; operating revenues showed a drop of over 13 percent; net 

railway ‘oper ating income was off by more than 40 aod ; net income 
was more than cut in half. 

Table III of the exhibit shows that the downward trend in railroad 
traffic has continued up to the present time. Carloadings in June 
were down nearly 15 percent. For the 26-week period to June 26, 1954, 
carloadings were 13.6 percent less than for the corresponding weeks 
of 1953. As a matter of fact, and as shown by the table, the number 
of cars loaded during the first 26 weeks of 1954 was less than in the 
corresponding per iods of any year since 1939. 

The railroads are caught at the present time in the vise of diminish- 
ing gross revenues and higher operating costs. Latest estimates of the 
railroads indicate a decline in operating revenues for the year 1954, 
below 1953, of 1014 percent. Such a decline would mean a loss in 
revenues below last year of more than $1 billion. At the same time, 
wage rates are again on the upward path. 

Settlements of wage demands submitted in the latter part of 1953 
have been reached by the railroads with the trainmen’s, firemen’s, con- 
ductors’, and switchmen’s organizations, calling for an increase in wage 
rates of 5 cents per hour, retroactive to December 16, 1953, and an 
additional week’s vacation with pay after 15 years of service. De- 
mands of the other railroad labor organizations are still pending. The 
additional cost to be incurred as a result of the settlements already 
reached is over $42 million per year. If the same settlement is ulti- 
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mately made with all railroad labor organizations, the cost will be 
about $190 million annually. 

Thus, the railroads are already faced with the serious problem of 
meeting increased labor costs at a time when gross revenues are down. 
Enactment of S. 2930 at this time would make it just that much more 
difficult for the industry to meet its obligations. 

Railroads have failed to share in postwar prosperity. The inade- 
quacy of railroad earnings is emphasized when comparison is made 
with the earnings of leading manufacturing and nonmanufacturing 
enterprises. 

The National City Bank of New York periodically publishes statis- 
tics showing rates of return earned on net book assets for a large num- 
ber of leading corporations. These rates of return, sometimes referred 
to as the return on net worth, are shown in table IV. They should not 
be confused with rates of return on net investment, which have previ- 
ously been given for the railroads. 

During the 5 years 1925 through 1929, as shown in column 1 of table 
IV, class I railroads earned a return on net book assets averaging 6.5 
percent. During the 8 postwar years, 1946 through 1953, the corre- 
sponding return averaged only 4.6 percent, or nearly one-third less 
than in 1925-29. 

In contrast, the rate of return for manufacturing corporations (col- 
umn 2) averaged 11 percent during the 5 years 1925-29 and increased 
nearly 15 percent during the postwar vears 1946-53. In 1953 the rate 
was 12.5 percent, or more than twice the railroad rate. Correspond- 
ing data for certain nonmanufacturing industries appear in columns 
3 to 7 of the table, although the statistics are not available for the 
period 1925 to 1929. 

This table clearly shows that the railroads have not enjoyed the 
postwar prosperity experienced by industry generally. Under such 
circumstances, the railroads are much more vulnerable to the effects 
of reduced business activity and new costs than is the case for most 
other industries. 

THE NARROWING MARGIN OF PROFIT 


The railroads’ margin of profit has narrowed to a point where even 
a relatively small decline in traffic has serious consequences, This is 
brought out in table V, where net railway operating income (column 
2) is related to operating revenues (column 1). The relationship is 
shown in terms of the number of cents per dollar of operating revenues 
which carries through to net railway operating income (column 8). 

In the 1925-29 period, 18.8 cents out of each dollar of gross was 
carried through to net railway operating income. By 1953, this mar- 
gin had shrunk to 10.4 cents, and in the first 5 months of 1954 further 
to 7 cents. After meeting interest and other fixed charges less than 
414 cents per dollar of gross now remains out of which to pay divi- 
dends to owners of the properties and to provide funds for capital 
improvements. 

The Interstate Commerce Commission, at page 604 of its report of 
April 11, 1952, in Fx parte 175, recognized the seriousness of such a 
low margin of profit. It there stated : 


The relation of gross revenue to net railway operating income, and to net 
income is important. These ratios of profit from the average dollar transaction 
have been on a generally decreasing basis * * * and are now at a level where, 
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with a continuation of present rates, any marked unanticipated drop in traffic 
could seriously threaten the solvency of important carriers, unless counterbal- 
anced by revenue increases. Should there be a marked decrease in traffic, espe- 
cially if, as might well be, it were accompanied by such an increase in the cost 
of living as to bring about an automatic increase in wage scales, a very difficult 
financial situation might result, which would be aggravated by the continuing 
necessity for currently meeting equipment obligations as they mature. 

The concern of the Commission in this regard, expressed in April 
1952, has come close to reality in 1954. 

The Commission went on to sts ite (p. 605) : 

The 1951 and 1952 figures show a vulnerable position of the roads, which 
might become disastrous with either (1) severe recession in traffic, (2) con- 
tinued or unexpected increases in wage or material costs, or (3) further in- 
crease in taxes to be borne out of the avails of the service performed. 

Table VI, which shows how the railroad operating dollar was spent 
in 1925-29 and in 1953, illustrates the principal cause of the decline in 
the profit margin of the railroads. Wage costs took 7.2 cents more out 
of each dollar of gross in 1953 than in 1925- 29, thus accounting for the 
principal part of the decline of 8.4 cents in the margin of profit from 
railroad operations. 

Distribution of intercity freight and passenger traffic: The railroad 
industry performs an essential service; it has been operated over the 
years with steadily increasing efficiency ; its plant is being continuously 
improved; yet the industry is faced with difficulties in meeting the 
ever-present problem of keeping revenues in line with mounting costs. 
I will now discuss briefly another of the more important causes of this; 
namely, the competitive situation. 

In tables VII and VIII are shown statistics of intercity ton-miles 
and passenger-miles of transportation service performed by all agen- 
cies of transport in the United States. Services performed by coast- 
wise and intercostal vessels and by private-passenger automobiles are 
not included. The data are shown for the years 1930, 1940, 1943, 1946, 
and 1949 to 1952, together with estimates for 1953. Complete figures 
for 1953 are not yet available, but sufficient information is av ailable 
to indicate that the trends which prevailed from 1946 through 1952 are 
only continued in 1953 but worsened from the railroad v iewpoint. 

As shown in the lower half of table VII, railroads performed 
percent of total intercity freight services in 1930. By 1940, the rail- 
road ratio had fallen to 62 percent, indicating a considerable growth 
of competing agencies of transport in that decade. Then came the 
war, the railroad proportion of the total traffic came back to 71.9 per- 
cent in 1943. This rise illustrates the great dependence of the Nation 
on its railroads in times of national emergency. It also emphasizes the 
necessity for maintaining a healthy, vigorous railroad system in the 
event another period of emergency should develop. 

Following 1943, the railroad ratio declined in each and ever y year, 
falling to 55.6 percent of the total in 1952. Between 1952 and 1953, 
preliminary returns indicate the railroads lost another 2% percentage 
points—their ratio dropping to about 53 percent of the total. 

Motor trucks show a directly opposite trend. Their ratio increased 
from 3.9 percent of the total in 1930 to 10.2 percent in 1940, dropped to 
5.6 percent during the war, and later rose sharply to 16.5 percent in 
1952 and to about 17.3 percent in 1953. Traffic handled over inland 
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| unals show a trend similar to that of motor trucks. Che 


rivers ati 

ratio increased from 1930 to 1940, declined during the war, and has 
since rncreased substant ially. The (rreat Lakes have lost eround per- 
centagewise, since 1930, although the volume of lake traffic has in- 
creased. Oil pipelines, ut specialized carrier of one commodity, have 
creatly increased their relative share of the total traffic. Air carriers 


are. up to the present time, a comparatively small but growing factor 
in the freight transportation field. 

In table VIII, corresponding statistics are shown for commercial 
intercity passenger traflic. The railroad ratio fell fom 68.5 percent 
in 1930 to 64.5 percent in 1940, rose sharply to 73.9 percent in 1943 due 
to war demands, but declined steadily thereafter. It fell below 50 
percent for the first time in 1951, and has dropped further to about 
16 percent in 1953. Buses, which handled 18.1 percent of total inter- 
city passenger traffic in 1930, showed an increase to 55.5 percent m 
1950, but dropped below 30 percent in 1953, Air carriers handled 
only 0.2 percent of the intercity load in 1950, but this ratio grew to 2.5 
percent in 1940, fell back to 1.4 percent in 1943, and has since increased 
to over 20 percent in 1953. 

Railroads were especially hard hit in 1953 as the passenger-miles 
handled by the class ] railroads declined 7 percent under 1952, while 
airline t ravel increased by nearly ls percent, 

These statistics make it abundantly clear that the railroads are 
operating in a highly competitive field. The nature of the competi- 
tion may be more fully understood when it is pointed out that the 
traffic which the trucks handle pays them about 5.5 cents per ton-mile 
compared with the 1.5 cents per ton mile paid by the railroad traffic. 
The airlines receive about 5 cents per passenger-mile, about double 
the railroad average. These subsidized, bigh-cost carriers concen- 
trate on the cream of the traflic, leaving the lower-rated traftic to the 
railroads. 

The figures of commercial intercity passenger travel shown by table 
VIII do not include private automobile travel which has increased by 
leaps and bounds since the twenties. The Interstate Commerce Com- 
mission has estimated that in 1952 about 410 billion intercity pas- 
senger-miles were accounted for by private automobiles, or more than 
12 times the number of passenger-miles handled by the railroads in 
that year. 

WAGE RATES AND MATERIAL PRICES 


The two principal items in railroad operating expenses are wages 
and the cost of materials used in daily operation. Out of every dollar 
of railroad operating expense, 62 cents goes for wages and 28 cents is 
paid for fuel, material, and supplies. 

One important reason for the lag in railroad net earnings is the 
fact that wage rates and material prices have increased to a much 
greater relative extent than have the average revenues which the rail- 
roads receive for performing their services. Tables IX and X show 
the increases that have taken place in these basic cost factors. 

Table IX shows statistics of railroad employees and their compensa- 
tion over the period 1925-29 to 1953. Between the 1925-29 period and 
1953, railroad employment declined by 30 percent, but total compen- 
sation paid employees increased 82 percent, and the average straight- 
time rate of hourly pay nearly tripled. 
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Table X shows in column 1 the index of railroad fuel, material, and 
supply prices, based on 1947-49, equals 100. That is the same hase 
period now used by the Bureau of Labor Statistics for purposes of its 
index of wholesale prices, Consumers’ Price Index, and others 
Between 1939 and 1953, prices paid by the saaneney for fuel, material, 
and sup} plies increased from an index of 52 to 122, « wr by 155 percent. 

In column 2 of table X, the average straight-time rate of pay of 
railroad employees is also shown on the basis of 1947-49 equals 100, the 
incre: » between 1939 and 1953 being 1 lo) percent. In column dy the 
2 in ai xes (price s and wages) are combined. The composite index 
of material prices and wage rates increased from 55.2 in 1959 to 137.5 
In 1955, or by 149 percent. 

[In contrast to this increase of 149 percent in material prices and 
wage rates since 1939 has been the increase of only o2 percent in 
average revenue for ton-mile of freight (from 0.973 cent in 1939 to 
L475 cents in 1953), and of 45 percent in average per passenger mile 
(from 1.839 cents in 1939 to 2.658 cents in 1953), thus the relative 
increases in the principal elements of unit costs have been approxi 
mately 5 times the relative increases in unit revenues. 

Table XI shows the ratio of wages and salaries to the value of sales 
(operating revenues) for the railroads and a number of leading manu 
facturing industries, for the years 1952 and 1939. It will be noted 
that in both years wages and salaries took a far greater proportion of 
the gross revenues in the railroad industry than in manufacturing 
industries. In 1952, the ratio for railroads was 50.4 percent compared 
with 22.8 percent for all manufacturing. 

But the significant point here is that this gap has been widening 


over the past 15 years. Between 1939 and 195z. the impact of wages 
on revenues for all manufacturing increased seven-tenths of 1 per 
centage point from 22.1 percent to 22.5 percent. For the railroads, 


howeve , the increase was 3.8 perce hntage pon ts, more than 5 times 
the relative increase een ienced by manufacturing generally. Thus 
the gap that already existed between the railroads and manu f: ul turing 
in 1939 has since widened, and this a iain emphasizes the serious impact 
of increasing payroll costs on the railroads. 


CONCLUSION 


In the 12 months that. have elapsed since the truce in Korea, indus 
trial activity in the United States has eee by about 10 percent. 


Railroad passenger traffic has fallen off at about the same rate, but 
freight traffic is down by around 14 pe ince! These declines in traffic 
have resulted in very substantial reductions in railroad net earnings. 


more than 40 onieent in the case of net railway operating income and 
more than 50 percent in the case of net income. 

The railroads operate on such a narrow margin of profit, even in 
times of great national prosperity, that declines in net earnings of the 
proportions experie need in 1954 to date will, if prolonged, raise serious 
financial problems for the industry. The problem has been intensified 
by recent wage increases to r‘ ailroad e mployees. 

Enactment of S. 2930 will increase railroad operating costs by more 
than $50 million per year. Under present conditions, the imposition 
of additional costs in such an amount would result in a grave situation 
in the railroad industry. 
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That concludes my statement, Mr. Chairman. 

Senator Gotpwarer. Senator Cooper, do you have any questions ? 

Senator Coorrr. I will defer for a moment. 

Senator Gotpwater. Senator Murray / 

Senator Murray. I have no questions. 

Senator GoLpwatTer. Senator Upton ? 

Senator Urron. No questions. 

Senator Gotpwater. I had a few questions I wanted to ask about 
your testimony. Is it not true that despite sickness and maternity 
benefits the cost to the railroads since 1948 has been only 0.5 percent as 
ce ympared to an average State cost of 1.8 ? 

Mr. Gerry. Mr. Chairman, I am not familiar enough with the de- 
tails of the bill to answer that question. Perhaps Mr. Fort, who will 
follow me, can give you the information in that regard. My state- 
ment has dealt entirely with the ability of the railroad industry to 
absorb additional costs at this particular time. 

Senator Gotpwater. I thought some place in your analysis of costs 
that you might have come across that. However, I will ask Mr. Fort 
that question. 

You say that this increase woul: l amount to $50 million ? 

Mr. Gerry. A little more than $50 million. 

Senator Gotpwater. That would be passed on to the general public ? 

Mr. Gerry. Well, that would depend on whether or not the railroads 
could obtain increases in rates at this particular time. Eventually, of 
course, the public has to pay all of the costs that are involved in rail- 
road operation. They are the only source of funds that the industry 
has. 

Senator Gotpwater. Mr. Getty, referring to table I, column 4, 
where you show that the railroad rate of return on net investment over 
a period of years, one of Mr. Ettenger’s points is that competitors of 
the railroads, such as motor trucks, buses, and airlines, all come under 
the Social Security Act and they pay a somewhat smaller payroll tax 
than do the railroads. Do you have any figures showing the rates of 
return earned by trucks or buses or airlines comparable to those 
shown for the railroads in aataes t of table I? 

Mr. Gerry. Yes, sir, I believe I have. The Civil Aeronautics Board 
has recently put out some statistics on that subject covering the period 
1946 to 1952, inclusive. They show there for that period of 7 years 
the motor carriers of passengers reporting to the International State 
Commerce Commission earned a rate of return on their investment of 
14.29 percent during the period. 

The motor carriers of property—that is, the trucks coming under 
ICC regulation—earned a rate of return on their net investment of 
16.06 percent. The air carriers coming under the Civil Aeronautics 
Board earned a rate of return of 5.43 percent during the period. Those 
averages compare with the railroad rates of return ranging from 3 to 4 
percent, or a little more than during the same per iod, and averaging 
only 3.74 percent. 

Senator Gorpwater. Is it true that all of those types of transporta- 
tion you have outlined pay a smaller payroll tax than do the rail- 

roads? 

Mr. Gerry. Yes. They come under the Social Security Act and 
therefore pay a much smaller payroll tax rate, as indicated by Mr. 
Ettenger. 
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Senator Gotpwarer. I have another question here on another 
subject. 

In your postwar expansion, or even expansion of the railroads dur- 
ing the war, it was necessary for you to finance additionally. What is 
the situation today revolving around the debts of the railroads ? 

Mr. Gerry. In the postwar period to date the railroads have spent 
approximately nine billion dollars on capital improvements to their 
properties. ‘That has been financed largely out of earnings and in ad- 
dition through the sale of equipment trust obligations in very large 
quantities. 

At the present time the outstanding equipment trust obligations of 
the railroads are in excess of $214 billion dollars. As you know. those 
obligations must be paid off in serial installments. At the present 
time the annual eee that are due on those outstanding equip- 
ment trust obligations are about $330 million a year, which is quite a 
burden to meet every year. That has to be paid. That is one of the 
primary obligations of the industry. 

The debt of the railroad industry as a whole, of course, has been 
increasing very substantially in the last 5 or 6 years by reason of these 
very large issues of new equipment trust obligations. 

Senator Gotpwater. Does that size debt allow you to maintain a 
proper relationship on your statements ? 

Mr. Gerry. It is, of course, a payment that is made after the net 
income is recorded in the accounting statements, but it is quite a burden 
to have to meet $330 million of payments on outstanding debt every 
yeal 

Senator Gotpwater. What I was getting at, Is the amount of $214 
billion dollars considered a large debt for the railroads compared to 
its financial structure ? 

Mr. Gerry. It is the heaviest debt the railroads have ever had in 
history in that particular respect. It is a very large debt and there is 
some question as to whether or not the money market will absorb a 
great deal more of that type of financing at this particular time. 

Senator Gotpwater. Going over to your table III, this has not too 
much direct bearing on this heari ing but it is of interest to us who hear 
these things discussed on the floor, can you tell us the commodity groups 
in which the greatest decreases have occurred of the decreases shown 
on table ITT, just briefly ? 

Mr. Gerry. The principal decrease in terms of quantity—that is, in 
the number of carloads—has been in the miscellaneous or manufactur- 
ing group. Relatively, grain and grain products have been the only 
commodity group in which there has been no decrease. All of the other 
commodity groups have shown substantial dec ‘reases ranging from a 
decrease of 42 percent in the case of coal, 33 percent in the case of iron 
ore, 10 percent in I. c. 1., about 7 percent in livestock, and 1414 percent 
in coal. The decreases, with the exception of grain, have been fairly 
well distributed among the several commodity classes, although the 
greatest decreases have been in coal, coke, and iron ore. 

Senator Gotpwarter. I just have one other question, and this relates 
to accelerated amortization. 

T have a feeling that the railroads, like other industries, have taken 
advantage for income tax purposes of the accelerated amortization 
provisions applicable to facilities constructed in the interest of national 
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defense. Could you tell us to what extent the figures in table 1 of your 
exhibit are affected by that provision in the tax laws / 

Mr. Gerry. In the vear 1952 the amount of tax deferrals or tax 
credits arising out of acceler: ited amortization of fac ilities for defense 
purposes amounted to a little less than S100 million. In other words, 
if it had not been for those tax deferrals or tax credits, the net railway 
operating income and net income of the railroads for the year 1952 as 
shown in column 3 of table I would have been less by approximately 
$100 million. In 1953 the corresponding amount was $146 million. 

Mr. Chairman, you probably understand that under the accounting 
requirements of the Interstate Commerce Comission the railroads are 
permitted only to charge normal depreciation rates insofar as accounts 
are concerned. But for tax purposes, of course they take the benefit 
of the accelerated amortizat on authorized by the Revenue Act. of 
1950. So in later years, after the amortization has all been used up 
and there \ 1] be no more depreciation as a deduction from taxable 
income so far as these particular facilities are concerned, the tax sav 


Ings Which we are experiencing today will then of course have to be 
paid. These are not in any way a relief from taxation; they are 
merely a deferral of taxation for a period of 60 months. After that 


period if over, then the taxes must be paid. 
Senator Gotpwarer. Do you have any questions / 
Senator Coorrer. I have just one. On table I it is indicated you 


show in 1952 net railway operating ‘ncome of $1,078,000, is that 


Mr. Gerry. Yes, sir. 


Senator Cooper. In 1953, an increase of $1,108 million. I did not 
notice whether or not in these tables you have any figures on the first 
6 months of net railway operating ade ¥F 

Mr. Gerry. That is shown on Table II. The third block of figures 


on table IT shows a net railway operating income for the first 5 months 
of the vear 1954 as being S& 20D million as ¢ ‘compared W ith S448 million 
nthe same months of 1953. or a decrease of 40 percent. 

Senator Coprer. Do you state that in your judgment that will be 
projected through 1954? 

Mr. Gerry. Probably not 

Senator Cooper. Or are there other factors which you think might 
increase income ? 

Mr. Gerry. Probably not to the same relative extent because in the 
later months of 1953 earnings had started on their downward path, 
so when we come to the later months of 1954 we will be oe 
earnings with a lower level than existed in the early months of 1953 
So I would hope that rate of 40 percent would not hold for the year 
asa W hole. 

Senator Coorrer. I known you must have some judgment or esti- 
mates about what you think the result will be in the year. 

Mr. Gerry. If you want my offhand opinion, we have not made any 
precise study of it, but my guess would be that net railway operating 
income for the year 1954 will be somewhere around $750 million. 

Senator Coorer. You mean it would be over $300 off from 19532 

Mr. Gerry. Yes, sir. The 1953 figure is $1,109 million. 

Senator Cooper. Would there be any comparable decline in cost 
in that period ? 





AMEND RAILROAD RETIREMENT ACT 131 


Mr. Gerry. No. Unfortunately, our costs are going up. As 1 
stated, we have to meet his additional wage cost of 5 cents per hour 
and the cost of the additional week’s vacation with pay which has been 
gran ited to thee mploye es. Then there have been some shight increases 
in the prices of materials and supplies. We anticipate that the prices 
of iron and steel products, for example, will be increased following 
the recent wage settlement in that industry, so that there are no off- 
setting factors in the picture so far as we can see them. 

Senator Coorrr. If you estimate net railway operating income of 
around $750 million, then if this bill should be enacted, the result 
would be about $700 million. 

Mr. Gerry. Of course, there would be an income tax adjustment 
on that $50 million. 

Senator Coorer. How much / 

Mr. Gerry. The present rate is 52 percent. So that the net cost 
would be 46 percent of the $53 million so far as the income account is 
concerned. Of course, there may be some cases where the railroads 
have no taxable income for the year 1954, and there probably will be 
quite a few railroads that did not have any taxable income. So they 
would absorb the full cost of this increase. 

Senator Cooper. For some the cost would be 48 percent ? 

Mr. Gerry. Those that had a taxable income, the net cost would be 
LO percent of the additional payroll charge. 

Senator Cooper. Twenty-five or twenty-seven million dollars ? 

Mr. Gerry. That is correct. 

Senator Gotpwater. Have there been any other questions that have 
come to the minds of the Senator during this colloquy ? 

Senator Murray. You have indicated that there has been a con- 
stantly narrowing margin of profit to the railroad industries since 
the war. 

Mr. Gerry. Yes, sir. 

Senator Murray. Is there any indication that is going to change 
and there will be greater business for the railroads and greater profits 
earned in the future ? 

Mr. Gerry. So far as the immediate future is concerned, Senator; 
that is, the remaining months of 1954—we do not see very much hope 
for any substantial change in the present situation. 

Looking beyond 1954, of course that is a highly speculative problem 
on which many individuals have different viewpoints. It certainly 
would be helpful if a greater volume of traffic would become avail- 
able to the railroads than now exists, but certainly it would be difficult 
to say with any certainty that is the prospect for the future. 

Senator Murray. That situation in the railroad industry has a very 
serious effect on the general prosperity of the country. 

Mr. Gerry. It does. The railroads are one of the basic industries 
of the country. In terms of the employment it offers, the wages that 
it pays, the things that the industry buys from other industries, that 
is; and a healthy, vigorous railroad system is good for the national 
economy. There is no question about that. Of course, right now we 
are in this very highly competitive field where trucks and buses and 
airlines are competing for traffic. Just how much further current 
trends will go in respect to the continuing loss of traffic, the diversion 
of traffic from the railroads to other agencies of transport, is a little 
difficult to foresee. But certainly at the present time, things are bad 
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in the industry and there does not seem to be much prospect for im- 
provement in the immediate future, That is about all I can say at 
this time. 

Senator Murray. Of course, there is a great opportunity for devel- 
opment in various parts of the country that would have a very impor- 
tant effect on the railroads. Many of the industries in the West, for 
instance, are in need of industrial development. Take my State of 
Montana, for instance. We have high freight rates there and we have 
had no industrial development in the past until just recently. If the 
country were to become engaged in a program of development of these 
river valley systems, that would have a tremendous effect upon the 
general prosperity of the country and particularly the railroads. 

Mr. Gerry. Yes, sir; anything that tends to increase the availability 
of traffic would be a great help to the railroads. That is our big prob- 
lem at the moment, getting enough traffic to meet the operating costs 
of the industry. 

Senator Murray. There is no serious danger that this situation is 
going to continue? You feel eventually the railroads will get out of 
this situation and begin to do more business and make more profit ¢ 

Mr. Gerry. I certainly hope that is the future prospect; but as I 
said before, we are faced with this very terrific problem of competi- 
tion. Over the years we have seen our traffic volume diverted to con 
siderable de -OTee ‘to the se other agencies of trans port. If that diversion 
continues as it has in the past, the availability of a greater volume of 
traffic in this country as a whole would not be helpful to the railroads 
other than to help them to hold their own. 

Senator Gotpwarer. Thank you very much, Mr. Getty. for your 
testimony. — is speculative, and possibly you have not given it 
aly th ought, but not so m: nym ionths ago a profe ssor at the University 
of Utah perfected plans for an atomic locomotive. Has your organiza- 
tion given any study to the possible reduction in fuel costs, if any, 
to that ? 

Mr. Gerry. We follow those things very closely. Our engineers 
follow those things, but I think any development in that regard i 
many years away. 

Senator Gorpwater. Thank you very much. I just happened to 
think of that. 

The next witness and the last witness will be Mr. J. Carter Fort, 
who is vice president and general counsel of the Association of 
American Railroads. 

Mr. Fort, it is a pleasure to have you with us this morning. You 
may testify in any manner you see fit. 


STATEMENT OF J. CARTER FORT, VICE PRESIDENT AND GENERAL 
COUNSEL, ASSOCIATION OF AMERICAN RAILROADS 


Mr. Forr. May it please the chairman and gentlemen of the com- 
mittee, for the record, my name is J. Carter Fort and I am vice presi- 
dent and general counsel] of the Association of American Railroads. 
That association, I think, has been sufliciently described Dy Mr. 
Ettenger. 

In view of the comprehensive statements which have been made by 
Mr. Ettenger and Mr. Getty, there is no occasion for me to deal with 
the details of the bill before you. I shall attempt to treat the bill in 
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rather broad outline and bring to your attention certain features which 
I regard as outstanding. 

_ We appreciate your patience in hearing us fully. We would not 
impose upon your time to this extent if we did not owe a very serious 
duty to our clients in a matter of such grave importance to them and 
a very serious duty to the shippers and passengers who use the rail- 
roads of this country to protect them so far as we are able against 
unjust increases in sk Ar operating expenses. 

This bill would amend three laws: The Railroad Retirement Act, 
the Railroad Retirement Tax Act, and the Railroad Unemployment 
Insurance Act. It would bring about fundamental and drastic 
changes in the railroad retirement system and the railroad unemploy- 
ment Insurance system. 

This bill offers very considerable opportunity for confusion, but in 
order to avoid confusion, I think it would be better to treat each sys- 
tem separately; but, before doing that, I wish to say at the outset 
that, as you have already heard, this bill would increase the annual 
expenses of the railroads by more than $53 million—$28 million for 
railroad retirement and $25 million for railroad unemployment 
insurance. 

On the House side it was indicated by some that perhaps $53 million 
was not such an enormous amount of money, but I remind you that 
$53 million is the interest at 5 percent on something more than $1 
billion. In other words, if you should pass this bill, 1t would put an 
added annual cost on the railroads which would be equal to the annual 
cost to the railroads if they should borrow $1 billion and spend it in 
improving and modernizing their plant. I merely mention that in 

assing to indicate to you the gravity and the importance of this bill. 
ts complexity, I am sure, is quite clear to you already. 

Transportation is the foundation of industry of this country. Rail- 
road transportation is, in many ways, the most important single 
activity in our economy because all other industry depends upon it. 
An inadequate and inefficient railroad system would do inestimable 
harm to the economy of the country, as Senator Murray has already 
suggested in a question which he asked the witness before me. 

Unwise and shortsighted legislation imposing burdensome, unjust, 
and discriminatory costs on railroad operation must inevitably impair 
the ability of the railroads to meet the needs of commerce and of the 
national defense. We believe that the bill before your committee now, 
S. 2930, is an example of legislation of that character. 

In discussing the bill, I shall deal first with its effect on the railroad 
retirement system. I think it is desirable to review certain features of 
the existing system in order to understand the effect of the proposed 
amendments. 

The railroad retirement system is financed by a payroll tax, one-half 
of which is collected from the employees and one-half of which is 
collected from the railroads. Each pays a 614 percent tax on the com- 
pensation of employees with a maximum of $300 per month for each 
employee. This bill would increase that maximum to $350. 

The system provides a very elaborate scheme of benefit payments to 
employees retired for age or for disability. It provides, in addition, 
benefits for survivors, including widows, widowers, parents, and chil- 
dren, benefits for wives and husbands, and various other benefits which 
it is not necessary to speak of at this time. 

50465—54——10 
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It should be pointed out, however, that the railroad retirement sys- 
tem is much more costly to the railroads and much more liberal to the 
railroad employees than is the general social security old-age and sur- 
vivors system, which is applicable to industry generally including the 
competitors of the railroads. That system is applicable to some 4% 
million people; whereas, our system is applicable to somewhere be- 
tween 1 and 1% million employees. That is a very important matter. 
It raises the question whether the tail should wag the dog or the dog 
should wag the tail. 

I have explained that the railroads pay a 614 percent payroll tax to 
support the railroad retirement system. That payment is in sharp 
contrast with the 2 percent paid by general industry for a correspond- 
ing purpose. At the present time the railroads and their employees 
are each paying the 614-percent rate on a maximum compensation of 
$300, or a tax of $225 a year per employee. Industries covered by 
social security, including highway carriers, water carriers, and air 
carriers, all competitors of the railroads, pay the 2-percent rate on 
the same maximum compensation, or a tax of $72 a year, which is 
$153 less than the railroads pay. Their employees, of course, pay 
the same tax. If S. 2930 is enacted, the additional maximum tax paid 
annually by the railroads and by railroad workers would be $37.56 
per employee. Adding $37.56 to $153, the amount the railroads are 
paying over and above what other industry is paying, you reach a total 
of approximately $190. 

I shall mention a few concrete figures to indicate how much more 
generous our retirement system is than is social security, but first I 
should call your attention to the basic fact that social security covers 
only retirement for old age and makes no provision for retirement for 
disability, whereas the railroad retirement system provides not only 
for retirement for old age but also for retirement for disability. In 
other words, if our benefits for old-age retirement were no greater 
than those in general social security, our system still would be much 
more generous because in addition to old-age benefits there would be 
the disability benefits which are not provided for in general social 
security. 

That is a matter of greatest significance because a little more than 
one-third as many railroad employees are on the disability retirement 
rolls as are on the old-age rolls, and, as I have said, retirement for dis- 
ability is something the railroad system has that social security does 
not have at all. 

The maximum retirement benefit that a railroad employee can now 
receive under the present law with the $300 base is $165.60 per month, 
with $40 to his wife, or a total of $205; that is, with 30 years of service. 
In computing a railroad anuity the law does not limit the service to 
30 years unless part of that service is what is called prior service; 
that is, service prior to the effective date of the act (1937), when no 
taxes were paid. At present, and until 1967, 30 years is the maximum 
creditable service. But, as time goes on, a man will be able to get 
credit for 47 or even more years of service in computing his annuity. 
And so, under the railroad law, as it is now written—I am not speak- 
ing of the proposal in S. 2930—and with no liberalization whatever, 
in the future the maximum annuity will increase. For 45 years of 
service it will become $248 a month for the man and $40 for his wife, 
or a total of $288. 
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Those maximum annuities of $205 at present and $288 in the future 
under the railroad system are to be compared with the maximum 
retirement benefits payable under social security of $85 to the worker 
and $42.50 to the wife, or a total of $127.50. The difference is a 
striking one. 

Under the railroad retirement system, the average payment actually 
made to those on the rolls, on December 31, 1953, was for old age, 
$97.24 a month, as contrasted with $51.10 for general social security, 
and for the railroad wife, $36.26, as contrasted with $27.05 under 
general social security. As of the same date, the 80,000 railroad dis- 
ability annuitants were receiving, on the average, $92.82 a month. 
As I have said, there are no disability annuitants under the general 
social-security system. 

The bill before you would further increase this spread between the 
railroad retirement system and the general social-security system. 
The money paid by the railroads as payroll taxes to support their 
railroad retirement system can come only from the freight charges 
and passenger fares received from shippers and travelers. It is not 
yossible to justify the use of this money to pay to railroad employees 
enefits disproportionately greater than are paid by railroad shippers 
and travelers to their own employees under the general social-security 
system. I do not think a bill could have less justification than the 
bill that is now before you, a bill which would throw the railroad 
retirement system still further out of line with the social-security 
system. 

The retirement annuity paid under the railroad retirement sys- 
tem is determined by two factors: The length of service and the amount 
of creditable compensation. If the creditable compensation were in- 
creased from $300 to $350 per month, as it would be by S, 2930, there 
would be an automatic increase in the benefits to employees with earn- 
ings over $300 a month, the higher paid employees. Those are the 
men who have the least need for increased benefits, but they are the 
ones who would get them under the provisions of 5. 2930. 

I suppose it is quite clear to the committee that these increased 
annuities over the future would accrue only to the men who would 
earn $350 per month over the future; that is, the higher paid men. 

What would be the actual effect on the annuities of those employees 
who earn over $300 a month and would pay the additional annual tax 
of up to $37.56! The tax increase, of course, would be paid currently 
but the effect on the employee’s annuity would be insignificant for a 
number of years. Mr. Ettenger called attention to the fact that if 
S. 2930 is passed and a man wor be a full year at the maximum cred- 
itable rate of $350 per month, he will increase his monthly annuity 
after he retires by only 69 cents over the monthly annuity which he 
would have received under the present law with the $300 maximum, 

The present maximum annuity paid to an individual whose com- 
pensation averages $300 a month is $165.60. If an individual, who 
had worked 29 years prior to the passage of S. 2930, works an ‘addi- 
tional 12 months (1 full year) after its passage for not less than $350 
a month and then retire: his maximum pension would become $166.29. 
= would take 7 years’ work after passage of the bill at not less than 

350 in each month before the monthly annuity would be increased 
by as much as $5, 








136 AMEND RAILROAD RETIREMENT ACT 


Of course, the passage of the bill would have no effect on either 
the taxes or the annuities of those workers whose compensation is $300 
a month or less. Moreover, it would have no effect whatever on the 
annuities of the employees who are already on the retirement rolls. 
So when you consider what the benefits would be to employees, those 
are matters to be taken into consideration. This bill would not in- 
crease the annuities of people now on the retirement rolls nor the 
annuities of those who retire in the future whose earnings after the 
passage of the bill are not more than $300 a month. 

During the course of Mr, Lyon’s testimony before this committee, he 
read from pages 11 and 12 of the House committee’s report on H.R. 
7840. This quotation was apparently read in the attempt to support 
the proposed increase in the taxable compensation base from $300 to 
$350 a month by pointing to the fact that, in 1937, 98 percent of the 
total payroll was creditable and taxable. Further, the report says, 
at page 12, that even if the tax base is increased to $350 a month, the 
tax would apply to a smaller percentage of the payroll than was the 
case in 1937. What Mr. Lyon and the commitee’s report fail to men- 
tion is that in the fiscal year 1939, the first single year for which we 
have readily available figures, the railroads’ taxes amounted to about 
$55 million, with the employees paying a like amount, and that this 
sum had increased by the fiscal year 1953 to a payment by the railroads 
of $312 million, or almost 6 times as much, with, of course, a like pay- 
ment made by the employees. It seems to me that the sixfold increase 
in taxes is more important than the reduction in the percentage of 
total payroll subject to tax. The increase in the taxable compensa- 
tion is merely another method of increasing taxes. 

Since the system began our actual payment per year in taxes has 
increased almost six times over. That has been because wages have 
increased and the number of employees has increased. The tax rate 
also has increased. The ultimate cost on the railroads has been an 
increase in taxes paid from $55 million in 1939 to $312 million in 1953. 
Now the proposal is to increase the taxes still higher. 

The increase of taxable compensation would, as I have said, add 
another $28 million per year to the retirement taxes paid by the rail- 
roads and a like amount to the taxes paid by the employees. The rail- 
roads see no possible justification for such an increase in their taxes. 
They are already paying three times as much as anybody else. 

How widespread would be the dissatisfaction on the’ part of the em- 
ployees because of their increased retirement taxes is a matter of 
speculation. It is true that the standard railway labor organizations 
have now expressed their support for S. 2930. ‘But when a proposal 
to raise the taxable compensation was before Congress in 1951, it was 
opposed by the operating groups of employees who are, as a rule, the 
higher paid employees and would therefore have been directly affected 
by an increase in the tax base. 

Representative Van Zandt, of Pennsylvania, in testifying recently 
before the House Committee on Interstate and Foreign Commerce on 
H. R. 7840, a bill identical with the one before you, said that he rep- 
resents a district with as many railroad people in it as any other dis- 
trict, and that his people certainly do not want to pay the increased 
taxes. 

T call ee attention to the fact that Mr. Thomas Stack, president 
of the National Railroad Pension Forum, Inc., who says Es repre- 
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sents large numbers of railroadmen, also stated during these hearings 
that his people do not want the tax base raised. 

It is not difficult to understand why many railroad workers would 
object to the proposed increase in the railroad retirement taxes. If 
an employee has earnings of $350 a month, the increase in the tax base 
would require him to pay $37.56 a year in added taxes. This would in 
general more than wipe out his income-tax savings brought about by 
the reduction of income taxes which became effective the first of this 
year. So he ends up losing so far as tax payment is concerned. 

If he has a wife and 3 children he would, because of the income tax 
reduction, pay $17 per year less income tax. If he has a wife and 2 
children, he would pay $30 per year less in income tax. However, if 
S. 2930 is enacted, his increase in railroad retirement taxes would more 
than offset his savings in income tax. 

We have seen that this bill would increase railroad retirement taxes 
by $56 million per year. What is to be done with this additional $56 
million per year in taxes that is to be raised by this bill as a result of 
moving the $300 base up to $350? The retirement fund is now running 
$5214 million deficit per annum according to the actuaries of the Rail- 
road Retirement Board. Are the sponsors of the bill proposing to take 
the $56 million and make the fund sound? Not at all. The proposal 
is automatically to pay $31 million of added income in additional bene- 
fits which arise because the creditable compensation on which the 
benefits are based becomes $350 instead of $300. 

What is to be done with the rem: 1ining $25 million? Twenty-three 
and a half million dollars is to be used to reduce the eligibility age of 
widows and certain other survivors from 65 years to 60 years, although 
under the social security system the eligible age is 65. These two ex- 
pense items of $31 million and $2314 million account for virtu: ally all 
of the additional revenues from the increased taxes. The bill provides 
some other benefits but they are relatively unimportant. In other 
words, this bill puts more than $50 million a year of additional taxes 
on a system now running a deficit of about $50 million a year but it 
does not use that additional income to make the deficit good. It pays 
it out in additional benefits. 

The important cost items are the increased benefits resulting from 
raising the creditable compensation base from $300 to $350 and the 
expense of lowering the eligibility age for widows. The question then 
is: Should $56 million a year in added taxes be imposed upon the rail- 
roads and their employees in order to give increased annuities to those 
who need them least and to give benefits to widows and certain other 
survivors at an earlier age than is now provided and at an earlier age 
than is provided under the general social security system ? 

Proponents of the bill look for justification of this proposal to in- 
crease the railroad retirement tax base to a statement in the January 
1954 Economic Report of the President. However, if you examine 
that report quite carefully, you will find that it contains no justifica- 
tion at all for the proposal in the present bill for raising the tax base. 

T shall quote from page 100 of the report, the statement proponents 
rely upon. The report said: 


Old-age and survivors insurance benefits should be increased. 
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Those benefits are far below ours and perhaps they should be in- 
creased. The report then tells how to increase these benefits : 

First, by eliminating from the earnings base the 4 lowest years of earnings; 
second, by raising the benefits to 55 percent of the first $110 plus 20 percent of 
the balance; and third, by increasing the minimum from $25 to $30. 


And this follows: 


Fourth, by raising from $3,600 to $4,200 the annual maximum above which 
wages are not counted in computing benefits or taxes. 

In other words, the increase in the compensation base is one of four 
methods suggested in the President’s Economic Report for the purpose 
of raising benefits under the general social security system. ‘Those 
benefits, as I have said, are much lower than those under the railroad 
retirement system and therefore a recommendation regarding social 
security benefits has no bearing on railroad retirement be nefits. 

The Economic Report was dealing only with the general social se- 
curity system and its level of benefits. Tt m: ade no recommendations 
concerning the railroad retirement system and in fact made no refer- 
ence to that system. The report said social security benefits should be 
raised. One way to do it, it said, would be by increasing the base for 
computing the benefit. 

It is plain that all this has no application whatever to the railroad 
system. Moreover, it is important to note that if the social security 
benefits should be raised not only by changing the $3,600 to $4,200, but 
in all of the other ways that the report mentioned, those benefits would 
still be very far below those now paid by the Railroad Retirement Act, 
using $300 a month as the base. 

For example, with all those provisions in effect, the maximum social 
security old-age pension would become $108.50 while the maximum 
railroad annuity is now $165.60 and will, without any change in the 
law, go to $250 or more. In addition, if all of those changes should be 
made in the social security system, the maximum taxes that would be 
paid per year per employee by outside industry for retirement pur- 
poses, would be $84; whereas, the railroads are already paying $22 
a ‘employee for retirement. If S. 2930 were passed, we would pay 
Sv 2.06 per employee per year. 

In advocating an increase in the railroad retirement compensation 
base from $300 to $350, proponents of the bill rely upon the proposal 
to enlarge the base for social security from $300 to $350. I know the 
committee will not overlook this fact: In calculating railroad retire- 
ment and social security taxes there are two factors to be taken into ac- 
count—the base of the tax and the rate of the tax. The rate paid by 
the railroads is 614 percent. Other industries pay a 2-percent rate un- 
der the social sec urity system. Six and a quarter percent of $300 a 
month is still a great deal more than 2 percent of $350 a month, which 
is what the base would become under general social security if the 
recommendation in the Economic Report should be acted on by Con- 
gress. This is an extremely important point and one concerning which 
there has been a tremendous amount of misunderstanding. 

As you know, S. 2930 also proposes to raise the base for railroad un- 
employment insurance purposes from $300 to $350. The Economic 
Report made no reference to raising the base for unemployment taxes 
in the States, although it did make other recommendations concern- 
ing the State systems. Neither did it make any reference to raising 
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the base for unemployment taxes in the Railroad Act or to raising the 
base for unemployment in the Federal Unemployment Tax Act. Yet 
the bill before you would increase the tax base under the Railroad 
Unemployment Insurance Act from $300 to $350 a month, This pro- 
posal is made even though the State laws have a base of $3,000 a year, 
or $250 a month, as the maximum for taxes under the unemploy- 
ment insurance laws, which is lower than the existing railroad base. 

By no stretch of the imagination is there to be found in the Economic 
Report any support for raising the $300 base to $350 as to the railroad 
unemployment insurance system. With the railroad unemployment 
tax base already $50 more a month than the tax base for outside indus- 
try, no one could reasonably ask that it be increased. 

‘The railroad unemployment insurance system is, as Mr. Ettenger 
pointed out, completely different from the State systems in that it 
provides benefits not only for unemployment because no work is avail- 
able, but also benefits for unemployment by reason of injury or sick- 
ness, including maternity sickness. 

So, if I may summarize, our retirement system differs from social 
security fundamentally in that it covers not only retirement for old 
age but also retirement for disability. Our unemployment system 
differs from the State unemployment systems in that it covers not 
only unemployment because of lack of work but unemployment 
because of sickness. 

For the support of the railroad unemployment system, the railroads 
pay the full amount of the cost in payroll taxes, and the men make no 
contribution. Other industries, which are under the State systems, 
pay for no such injury, sickness, and maternity benefits. There are 
4 States, to which Mr. Ettenger called your attention, where there 
are some sickness benefits, but they are paid by the men with some 
minor contributions in 2 States by the employers. 

Payment of benefits for injury or sickness is a feature that distin- 
guishes the railroad unemployment system from all others, and would 
make it very much more generous than any other, even if, contrary to 
the fact, railroad benefits for unemployment because of lack of work 
were no higher than corresponding benefits under State systems. 

Last year the railroad system paid $43 million in sickness benefits, 
as contrasted with $53 million for unemployment benefits; so the 
sickness benefits are a very substantial factor, and, of course, a very 
expensive one to the railroad industry which bears the entire cost of 
those benefits. 

Coming now to the provisions of S. 2930 which would affect the 
railroad unemployment insurance system: What would the bill do? 

It would, as I have said, raise the taxable compensation base, and the 
base on which benefits are figured, from $300 per month to $350. 

The base is now only $3,000 a year or $250 per month in the State 
systems and under the Federal Unemployment Tax Act. That is a 
point skipped over very lightly by the proponents of this bill. 

S. 2930 would also increase railroad unemployment benefits. In all, 
the bill would increase railroad unemployment taxes over the years 
an average of more than $25 million annually, according to the figures 
of the Railroad Retirement Board staff. 

As has been pointed out here, the level annual benefit costs over the 
years of the present railroad employment system, is caleulated by the 
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staff of the Railroad Retirement Board, as 2.5 percent of a payroll of 
$5 billion per year. Under this bill, the benefit costs would be 2.75 
percent of a payroll of $5,450 million, the taxable payroll being in- 
creased by $450 million as a result of the increase in the compensation 
base. I am speaking of level costs. The actual tax situation is differ- 
ent because of the graduated scale of taxes made effective in 1948. 
Prior to 1948 the tax was at a flat 3 percent rate. During the time the 
flat rate was in force the railroads paid all benefits and built up a fund 
of about $1 billion. In 1948 the law was amended to provide for a 
graduated scale of taxes; one-half of 1 percent, when the fund is over 
$450 million; 1 percent when it is between $400 and $450 million; 
and so on, up to 3 percent, when the fund is reduced to $ 250 million 
or 

The found is now about $580 million, and the railroads are paying 
one-half of 1 percent. U nder the calculations of the Railroad Retire- 
ment Board, if the law remains unchanged, the railroads would 
continue to pay the same percentage until 1959. But under this bill, 
they would continue to pay the one-half of 1 percent only until 1957. 
Thus, if S. 2930 is passed, we would have to pay an increased rate 
Z years sooner. 

Immediately, under the bill, all that the railroads would have to 
pay for unemployment purposes would be one-half of 1 percent on 
the increased payroll that would be brought about by an increase in 
the compensation base from $300 to $350. We would therefore pay, 
as additional taxes immediately, one-half of 1 percent on $450 million, 
the amount by which the payroll would be increased. Of course, that 
would be merely a temporary situation. 

In the long run, the bill would cost the railroads, according to the 
Railroad Retirement Board, over $25 million a year in additional 
unemployment insurance taxes. How is it proposed that the sum of 
money will be spent? The most costly proposal is to double the pres- 
ent minimum daily benefit of $3. The bill does not say this in so many 
words—and I suppose it would look pretty extravagant to take a $3 
rate and mark it up to $6—but it provides for the establishment of 
a minimum daily benefit equal to one-half of the daily wage rate 
received by an employee during his last employment. The minimum 
wage rate the railroads are now paying is about $1.50 an hour, or $12 
aday. The minimum daily unemployment benefit under the bill would 
therefore be $6 and the minimum weekly benefit would be $30, I can 
understand the reluctance of anyone writing this bill to state specifi- 
cally that the existing minimum was being doubled. So it is done by 
this indirect method. The result is exactly the same. Enactment of 
this provision would bring the railroad minimum weekly benefit to a 
point as high as or higher than the maximum weekly benefit payable 
to workers in outside industry in all but two States. 

What is the purpose of unemployment insurance? It is to take care 
of a man in need, and certainly an unemployed railroadman is in no 
more need than his neighbor who is perhaps a carpenter and is also 
ag pee 

S. 2930 would also provide for a maximum daily benefit of $8 a day 
instead of $7.50, or a maximum weekly benefit of $40. As Mr. Etten- 
ger has shown, the weighted average of maximum weekly benefits pay- 
able in the States is $28.31. 
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You will recall that Mr. Ettenger dealt at some length with a com- 

younen of minimum and maximum benefits payable under the State 
aws and under the Railroad Unemployment Insurance Act and also 
with actual payments made under the State and railroad systems. I 
shall not go into those matters in detail. However, I do wish to refer 
you to Mr. Ettenger’s statement where these comparisons are fully 
developed and where he shows that today the railroad system pays 
much higher unemployment benefits than the average State system, 
even disregarding the fact that the railroad worker receives sickness 
benefits not available to other employees. The sickness provision in 
and of itself makes the railroad system far more generous than any 
other system, and without the sickness provision the railroad system 
would still be more generous than the State systems. 

In view of these facts, we certainly see no occasion for new taxes 
and increased unemployment benefits. As to the railroad unemploy- 
ment insurance system you will recall that proponents of the bill can- 
not rely on anything in the economic report which would justify or 
even give any basis for arguing that there was a justification for rais- 
ing the compensation base amount from $300 to $350. 

Nevertheless, proponents of the bill do cite the report or another 
feature to which I would like to call your attention because I believe 
as this develops you will find it quite interesting. At page 97 of the 
economic report, it is said: 

A second inadequacy— 
speaking of the unemployment benefits under the State systems— 
is the size of the benefits. 


It may be that this is correct. Certainly the benefits paid in the 
States are much lower than those that the railroad system pays. 

Continuing with the report: 

Originally, upon the recommendation of the President’s Committee on Econom- 
ic Security in 1935, the States set benefits generally at 50 percent of weekly 
wages. However, they also fixed dollar maximums which have since significantly 
curtailed the benefits. The effective ratio of average weekly unemployment bene- 
fits to average weekly wages of covered workers was 43 percent in 1938. Since 
then, with dollar maximums failing to keep pace with rising wage levels, the 
effective ratio has fallen to 33 percent. 

You will note the statement that under State unemployment systems 
the benefits now being paid are very much smaller percentages of what 
is called the average weekly wages than they were back in 1938. 

The report continues: 

It is suggested that the States raise these dollar maximums so that the pay- 
ments to the great majority of the beneficiaries may equal at least half their 
regular earnings. 

Obviously, one-half of the daily rate of pay is quite a different thing 
from one-half of regular earnings. But that is not the important 
point here. The important point is that the primary reason for the rec- 
ommendation in the economic report appears to be that in the State 
systems the proportion of benefits to wages had dropped from 43 to 
33 percent during the period between 1938 and 1953. 

Now under the railroad unemployment system, exactly the opposite 
has happened. The benefits that the railroads are paying for unem- 
ployment are now a larger percentage of weekly wages than they were 
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when the system was established. In 1940, the first year the railroad 
system was in effect, our benefits were 26.3 percent of such wages and 
in 1953 they were 39.7 percent. The trend in our unemployment pay- 
ments has been exactly the opposite of the trend which led to the 
recommendation in the economic report. 

Thus, the recommendation as to the State unemployment insurance 
system had no bearing upon the railroad system. 

It is important to note that notwithstanding the recommendation in 
the economic report only three States have, during 1954, increased 
their maximum weekly unemployment benefits. Two of those States 
have increased their weekly maximums to $30 and 1 has increased 
its weekly maximum to $24. As I have stated before, the railroad 
weekly maximum is already $37.50. 

The members of this committee will readily recall that very recently, 
while H. R. 9709, was being debated on the floor of the House, Repre- 
sentative Forand offered an amendment which would have amended 
the Federal Unemployment Tax Act in such a way as to require an 
increase in the State unemployment benefits under the State unem- 
ployment laws. That amendment was defeated by a large vote. It 
may be that there was a feeling on the part of many who voted : against 
it that the Federal Government was getting into a field where it did 
not belong. However, the fact is that since the issuance of the economic 
report, only 3 States have increased their maximum unemployment 
benefits and those maximums are still at points far under the railroad 
level. An effort on the floor of the House to require, by Federal law, 
that State unemployment maximums be increased failed by a very 
heavy te 

Mr. Getty talked to you at length about the financial condition of 
the railroads. I shall, therefore, refer to this feature only briefly al- 
though it is of compelling importance. The postwar years have been 
a period of great business and industrial activity and general pros 
perity. Railroad traffic has moved in high volume. But what were 
the financial results for the railroads? Their average return was 3.7 
percent on depreciated book investment, a very much smaller figure 
than the replacement cost for the property. No one could question the 
inadequacy of that return. 

And this year, as Mr. Getty pointed out, the industry is looking 
forward to a reduction in reveiues of about $1 billion. The railroads 
have already undertaken to pay 4 of their operating crafts of employees 
a wage increase of 5 cents an hour, effective last December 16. That 
will cost $42 million in 1954 that we did not spend in 1953. And we 
are in negotiation with our other employees. If wage settlements 
are made with them siimlar to the settlements already made with the 
4 crafts, the total cost will be $190 million a year. 

If, in 1954, we have to face a reduction in gross revenues of $1 billion 
and increased labor costs of some $190 million, that is a matter of 

grave concern to all who are responsible for or interested in an 
efficient railroad system able to meet the transportation requirements 
of the country adequately and economically—and I might say, able 
to meet the needs of national defense. 

In closing, it should be repeated that S. 2930 will increase railroad 
operating expenses by the enormous amount of over $53 million per 
year, and it should be pointed out that increased railroad expenses 
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must inevitably fall upon the shippers who use railroad services, in 
cluding the farmers. 

This accounts for the opposition of the American Farm Bureau 
Federation to S. 2930, That opposition was vigorously expressed in a 
letter dated July 8, 1954, addressed to the chairman of the Senate 
Committee on Labor and Public Welfare. The following is quoted 
from that letter: 

The American Farm Bureau Federation respectfully recommends your opposi- 
tion to the enactment of S. 2930, which would further increase the size and 
coverage of benefits provided to railroad workers under the railroad retirement 
and unemployment insurance programs. 

* * * * * * + 

Farmers have an appropriate and substantial interest in this proposed legisla- 
tion. The cost of the increased benefits to railroad workers would not be paid 
by the railroads but would be passed along to shippers in the form of higher 
rates. Since agricultural products in raw and processed form constitute about 
30 percent of the total volume of products shipped by rail, farmers, would pay, 
directly or indirectly, about 30 percent of the liberalized benefits provided for by 
S. 2980. In addition, farmers would be called upon to pay a larger transporta- 
tion bill in the price paid for fertilizers, farm machinery, and other products 
purchased for production purposes. 

There is one thing I would like to add to my written statement. 

Senator Gotpwarer. Can that be placed in the record because we 
have a quorum call on now ? 

Mr. Forr. I would like, then, to call your attention to this: You are 
in receipt of a letter from the Bureau of the Budget dated July 1, 1954, 
addressed to the chairman in which there is a failure by the Bureau of 
the Budget to agree with certain of the most important provisions 
of this bill. You will see that the letter is partly in favor of the 
bill and partly against the bill. Later you have a letter from the 
Department of Labor which is different from the letter from the 
Bureau of the Budget. Who speaks for the administration is a 
matter for them to decide between themselves. 

The Department of Labor is in favor of the bill with perhaps one 
little exception, but that is not the position taken in the letter of the 
Bureau of the Budget. I merely want to urge respectfully that this 
legislation is no matter to be rushed through in the closing days of 
a busy Congress. It is entirely too important and entirely too com- 
plex for that. 

You will recall Chairman Kelly of the Railroad Retirement Board, 
who at one time had agreed to a new schedule of increases for unem- 
ployment benefits, said that now, after thinking the matter over and 
getting additional information he believed that the bill needed fur- 
ther thought and further consideration. I am sure that it will have 
from your committee that type of consideration, which it needs badly. 

I thank you very much. 

Senator Gotpwater. Do you have any questions? 

Senator Coorrr. No. 

Senator Murray. No. 

Senator Gorpwarter. Mr. Fort, we want to thank you for coming 
here and for your patient and studious explanation of your views on 
this bill. 

This will conclude the hearings on S. 2930 before this committee. 
However, the records will be kept open until Wednesday of this week 
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should any person desire to submit supplemental views. I want to 
point out in closing, as chairman of this subcommittee, that this is a 
most important bit of legislation. It might not be possible to get 
action on it this year. There have been many questions raised in the 
minds of the committee both for the bill and against the bill. We kee 
harking back to the fact that in 1951 the Congress changed the dual- 
benefit acts in the Railroad Retirement Board. It was done hastily, 
and this year it had to be undone. In the interim many people were 
affected adversely by the hurried action of a Congress in that year. 

This will receive the careful study of the committee. There will be 
an executive session called as soon as practical this week after we have 
had a chance to digest the main points raised by the proponents and 
the opponents of this bill. 

Senator Murray. Mr. Chairman, could we expect to have that execu- 
tive meeting on Wednesday next? 

Senator GotpwaTer. Inasmuch as we have kept the records open for 
supplemental statements, I do not see how it could be held before 
Wednesday passes. Until this atomic-energy bill has exhausted the 
opponents and proponents on the floor, I do not see much chance of 
executive meetings of this committee becaue this matter will take much 
more time than we can give it in a matter of a morning. 

Senator Murray. Weare all parties to such crime in this. 

Senator Gotpwater. Thank all of you for being here. It has been 
a great pleasure to listen to you. 


_ 


(The following letter of Hon. Charles J. Kersten was subsequently 
submitted for the record :) 


CONGRESS OF THE UNITED STATES, 
HousE OF REPRESENTATIVES, 
Washington, D. C., July 8, 1954. 
Re 8. 2930 
Hon. H. ALEXANDER SMITH, 
Chairman, Committee on Labor and Public Welfare, 
United States Senate, Washington, D. C. 

DeaR SENATOR SMITH: I would appreciate it if the following statement could 
be included in the hearings on S. 2930, to amend the Railroad Retirement Act: 

Gentlemen of the Senate Labor and Public Welfare Committee, I respectfully 
suggest that S. 2930 be amended to include at the appropriate point the following 
language: 

Employees, who prior to death, had not less than 30 years of service as defined 
in section 1 (f) of the Railroad Retirement Act of 1937 as amended, and who 
died in the period beginning August 29, 1935, and ending June 30, 1938, shall be 
deemed, solely for the purpose of a widow’s age 65 annuity, to have died fully 
insured, within the meaning of section 5 (1) of such act: 

Provided however, That any annuity awarded under this section shall be 
computed in the same manner as if such annuity had been awarded under section 
5 (a) of such act: Provided further, That this statement shall apply only with 
respect to widows who are not receiving monthly pensions (whether under pub- 
lic or private plans) based on the railroad service of their deceased husbands. 

The purpose of the above suggested amendment is to take care of a number of 
hardship cases which presently exist under the Railroad Retirement Act. Under 
the present act, widows of railroad employees who died after the enactment of 
the Railroad Retirement Act but before June 30, 1938, do not receive a pension or 
annuity. 

The above proposed amendment would take care of these widows whose hus- 
bands served at least 30 years as railroad employees, and who have received no 
other annuity or pension under either public or private plans because of the 
railroad service of their deceased husbands. 
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The Director of Research of the Railroad Retirement Board, Mr. Walter 
Matcheck, has estimated that there are approximately 2,000 widows who would 
fall into the category specified in my proposed amendment. The Railroad Retire- 
ment Board further estimated that the average annuity per widow would be 
approximately $40 per month and that the total cost of the proposal on a present- 
value basis would be less than $10,000,000. 

Thus, the purpose of the amendment is to cover a particular and limited hard- 
ship situation. These 2,000 beneficiaries of the amendment constitute a group 
whose husbands devoted the bulk of their lives to the railroad service during the 
early part of this century, who generally have little means of support themselves, 
and who are now receiving nothing under the Railroad Retirement Act. 

I respectfully request the committee to consider this proposed amendment, 
that would rectify this particular hardship situation at very little cost. 


Sincerely yours, 
CHARLES J. KERSTEN, M. C. 


(Whereupon, the hearings on S. 2930 were concluded.) 
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